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104th CONGRESS 
1st Session 


s. RES. 120 


Establishing a special committee administered by the Committee on Banking, 
Housing, and Urban Affairs to conduct an investigation involving 
Whitewater Development Corporation, Madison Guaranty Savings and 
Loan Association, Capital Management Services, Inc., the Arkansas De- 
velopment Finance Authority, and other related matters. 


IN THE SENATE OF THE UNITED STATES 

May 17 (legislative day, ALyy 15), 1995 
Mr. D’Amato (for himself and Mr. Dole) submitted the following resolution; 
which was considered and agTeed to 


RESOLUTION 

Establishing a special committee administered by the Com- 
mittee on Banking, Housing, and Urban Affairs to con- 
duct an investigation involving Whitewater Development 
Corporation, Madison Guaranty Savings and Loan Asso- 
ciation, Capital Management Services, Inc., the Arkansas 
Development Finance Authority, and other related 
matters. 

1 Resolved , 

2 SECTION 1. ESTABLISHMENT OF SPECIAL COMMITTEE. 

3 (a) Establishment. — There is established a special 

4 committee administered by the Committee on Banking, 

5 Housing, and Urban Affairs to be known as the “Special 


(l) 


2 


2 

1 Committee to Investigate Whitewater Development Cor- 

2 poration and Related Matters” (hereafter in this resolu- 

3 tion referred to as the “special committee”). 

4 (b) PURPOSES. — The purposes of the special eommit- 

5 tee are — 

6 (1) to conduct an investigation and public hear- 

7 ings into, and study of, whether improper conduct 

8 occurred regarding the way in wliich White House 

9 officials handled documents in the office of White 

10 House Deputy Counsel Vincent Poster following his 

1 1 death; 

12 (2) to conduct an investigation and public hear- 

13 ings into, and study of, the following matters devel- 

14 oped during, or arising out of, the investigation and 

15 public hearings concluded by the Committee on 

16 Banking, Housing, and Urban Affairs prior to the 

17 adoption of this resolution — 

18 (A) whether any person has improperly 

19 handled confidential Resolution Trust Corpora- 

20 tion (hereafter in this resolution referred to as 

21 the “RTC”) information relating to Madison 

22 Guaranty Savings and Loan Association or 

23 Whitewater Development Corporation, including 

24 whether any person has improperly commu- 
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nieated such information to individuals ref- 
erenced therein; 

(B) whether the White House has engaged 
in improper contacts with any other agency or 
department in the Government with regard to 
confidential RTC information relating to Madi- 
son Guaranty Savings and Loan Association or 
Whitewater Development Corporation: 

(C) whether the Department of Justice has 
improperly handled RTC criminal referrals re- 
lating to Madison Guaranty Savings and Loan 
Association or Whitewater Development Cor- 
poration; 

(D) whether RTC employees have been im- 
properly importuned, prevented, restrained, or 
deterred in eondueting investigations or making 
enforcement recommendations relating to Madi- 
son Guaranty Savings and Loan Association or 
Whitewater Development Corporation; and 

(E) whether the report issued by the Office 
of Government Ethics on July 31, 1994, or re- 
lated transcripts of deposition testimony — 

(i) were improperly released to White 

House officials or others prior to their tes- 
timony before the Committee on Banking, 
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Housing, and Urban Affairs pursuant to 
Senate Resolution 229 (103d Congress); or 
(ii) were used to communicate to 
White House officials or to others con- 
fidential RTC information relating to 
Madison Guaranty Savings and Loan As- 
sociation or Whitewater Development Cor- 
poration; 

(3) to conduct an investigation and public hear- 
ings into, and study of, all matters that have any 
tendency to reveal the full facts about — 

(A) the operations, solvency, and regula- 
tion of Madison Guaranty Savings and Loan 
Association, and any subsidiary, affiliate, or 
other entity owned or controlled by Madison 
Guaranty" Savings and Loan Association; 

(B) the activities, investments, and tax li- 
ability- of Whitewater Development Corporation 
and, as related to Whitewater Development 
Corporation, of its officers, directors, and 
shareholders; 

(C) the policies and practices of the RTC 
and the Federal banking agencies (as that term 
is defined in section 3 of the Federal Deposit 
Insurance Act) regarding the legal representa- 
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tion of such agencies with respect to Madison 
Guaranty Savings and Loan Association; 

(D) the handling by the RTC, the Office of 
Thrift Supervision, the Federal Deposit Insur- 
ance Corporation, and the Federal Savings and 
Loan Insurance Corporation of civil or adminis- 
trative actions against parties regarding Madi- 
son Guaranty Savings and Loan Association; 

(E) the sources of funding and the lending 
practices of Capital Management Services, Ine., 
and its supervision and regulation by the Small 
Business Administration, including any alleged 
diversion of funds to Whitewater Development 
Corporation; 

(F) the bond underwriting contracts be- 
tween Arkansas Development Finance Author- 
ity and Lasater & Company; and 

(G) the lending activities of Perry County 
Bank, Perryville, Arkansas, in connection with 
the 1990 Arkansas gubernatorial election; 

(4) to make such findings of fact as are war- 
ranted and appropriate; 

(5) to make such recommendations, including 
recommendations for legislative, administrative, or 
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other actions, as the special committee may deter- 
mine to be necessary or desirable; and 

(6) to fulfill the constitutional oversight and in- 
formational functions of the Congress with respect 
to the matters described in this section. 

SEC. 2. MEMBERSHIP AND ORGANIZATION OF THE SPECIAL 
COMMITTEE. 

(a) Membership. — 

(1) In general. — The special committee shall 
consist of — 

(A) the members of the Committee on 
Banking, Housing, and Urban Affairs: and 

(B) the chairman and ranking member of 
the Committee on the •Judiciary, or their des- 
ignees from the Committee on the Judiciary. 

(2) Senate rule XXV. — For the purpose of 
paragraph 4 of rule XXV of the Standing Rules of 
the Senate, sendee of a Senator as the chairman or 
other member of the special committee shall not be 
taken into account. 

(b) Organization of Special Committee. — 

(1) Chairman. — The chairman of the Commit- 
tee on Banking, Housing, and Urban Affairs shall 
sen’e as the chairman of the special committee 
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(hereafter in this resolution referred to as the 
“chairman*’). 

(2) RANKING member. — The ranking member 
of the Committee on Banking, Housing, and Urban 
Affairs shall serve as the ranking member of the 
special committee (hereafter in this resolution re- 
ferred to as the “ranking member’’). 

(3) QUORUM. — A majority of the members of 
the special committee shall constitute a quorum for 
the purpose of reporting a matter or recommenda- 
tion to the Senate. A majority of the members of the 
special committee, or one-third of the members of 
the special committee if at least one member of the 
minority party is present, shall constitute a quorum 
for the conduct of other business. One member of 
the special committee shall constitute a quorum for 
the purpose of taking testimony. 

(c) Rules and Procedures. — Except as otherwise 
specifically provided in tliis resolution, the special commit- 
tee’s investigation, study, and hearings shall be governed 
by the Standing Rules of the Senate and the Rules of Pro- 
cedure of the Committee on Banking, Housing, and Urban 
Affairs. The special committee may adopt additional rules 
or procedures not inconsistent with this resolution or the 
Standing Rules of the Senate if the chairman and ranking 
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1 member agree that sueh additional rules or procedures arc 

2 necessary to enable the special committee to conduct the 

3 investigation, study, and hearings authorized by this reso- 

4 lution. Any sueh additional rules and procedures shall be- 

5 come effective upon publication in the Congressional 

6 Record. 

7 SEC. 3. STAFF OF THE SPECIAL COMMITTEE. 

8 (a) Appointments. — To assist the special committee 

9 in the investigation, study, and hearings authorized by this 

10 resolution, the chairman and the ranking member each 

11 may appoint special committee staff, including consult- 

12 ants. 

13 (b) Assistance From the Senate Legal Coun- 

14 SEL. — To assist the special committee in the investigation, 

15 study, and hearings authorized by this resolution, the Sen- 

16 ate Legal Counsel and the Deputy Senate Legal Counsel 

17 shall work with and under the jurisdiction and authority 

1 8 of the special committee. 

19 (c) Assistance From the Comptroller Gen- 

20 ERAL. — The Comptroller General of the United States is 

21 requested to provide from the General Accounting Office 

22 whatever personnel or other appropriate assistance as may 

23 be required by the special committee, or by the chairman 

24 or the ranking member. 
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1 SEC. 4. PUBLIC ACTIVITIES OF THE SPECIAL COMMITTEE. 

2 (a) In GENERAL. — Consistent with the rights of per- 

3 sons subject to investigation and inquiry, the special com- 

4 niittee shall make every effort to fulfill the right of the 

5 public and the Congress to know the essential facts and 

6 implications of the activities of officials of the United 

7 States Government and other persons and entities with re- 

8 speet to the matters under investigation and study, as de- 

9 scribed in section 1. 

10 (b) Duties. — In furtherance of the right of the pub- 

1 1 lie and the Congress to know’, the special committee — 

12 (1) shall hold, as the chairman (in consultation 

13 with the ranking member) considers appropriate and 

14 in accordance with paragraph 5(b) of rule XXVI of 

15 the Standing Rules of the Senate, hearings on spe- 

16 cific subjects, subject to consultation and coordina- 

17 tion with the independent counsel appointed pursu- 

18 ant to chapter 40 of title 28, United States Code, 

19 in Division No. 94—1 (D.C. Cir. August 5, 1994) 

20 (hereafter in this resolution referred to as “the inde- 

21 pendent counsel”); 

22 (2) may make interim reports to the Senate as 

23 it considers appropriate; and 

24 (3) shall make a final comprehensive public re- 

25 port to the Senate w’hieh contains — 
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1 (A) a description of all relevant factual de- 

2 terminations; and 

3 (B) recommendations for legislation, if 

4 necessary. 

5 SEC. 5. POWERS OF THE SPECIAL COMMITTEE. 

6 (a) In General. — The special committee shall do ev- 

7 ervthing necessary and appropriate under the laws and the 

8 Constitution of the United States to conduct the investiga- 

9 tion, study, and hearings authorized by section 1. 

10 (b) Exercise of Authority. — T he special commit- 

1 1 tee may exercise all of the powers and responsibilities of 

12 a committee under rule XXVI of the Standing Rules of 

13 the Senate and section 705 of the Etliics in Government 

14 Act of 1978, including the following: 

15 (1) Subpoena powers. — To issue subpoenas 

16 or orders for the attendance of witnesses or for the 

17 production of documentary or physical evidence be- 

18 fore the special committee. A subpoena or order may 

19 be authorized by the special committee or by the 

20 chairman with the agreement of the ranking mem- 

21 ber, and may be issued by the chairman or any other 

22 member of the special committee designated by the 

23 chairman, and may be served by any person des- 

24 ignated by the chairman or the authorized member 

25 anywhere within or outside of the borders of the 
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United States to the full extent permitted by law. 
The chairman, or any other member of the special 
committee, is authorized to administer oaths to any 
witnesses appearing before the special committee. If 
a return on a subpoena or order for the production 
of documentary or physical evidence is incomplete or 
accompanied by an objection, the chairman (in con- 
sultation with the ranking member) may convene a 
meeting or hearing to determine the adequacy of the 
return and to rule on the objection. At a meeting or 
hearing on such a return, one member of the special 
committee shall constitute a quorum. The special 
committee shall not initiate procedures leading to 
civil or criminal enforcement of a subpoena unless 
the person or entity to whom the subpoena is di- 
rected refuses to produce the required documentary 
or physical evidence after having been ordered and 
directed to do so. 

(2) Compensation - authority. — To employ 
and fix the compensation of such clerical, investiga- 
tor}', legal, technical, and other assistants as the 
special committee, or the chairman or the ranking 
member, considers necessary or appropriate. 
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(3) Meetings. — To sit and act at any time or 
place during sessions, recesses, and adjournment pe- 
riods of the Senate. 

(4) Hearings. — To hold hearings, take testi- 
mony under oath, and receive documentary or phys- 
ical evidence relating to the matters and questions it 
is authorized to investigate or study. Unless the 
chairman and the ranking member otherwise agree, 
the questioning of a witness or a panel of witnesses 
at a hearing shall be limited to one initial 30-minute 
turn each for the chairman and the ranking mem- 
ber, or their designees, including majority and mi- 
nority staff, and thereafter to 10-minute turns by 
each member of the special committee if 5 or more 
members are present, and to 15-minuie turns by 
each member of the special committee if fewer than 
5 members are present. A member may be permitted 
further questions of the witness or panel of wit- 
nesses, either by using time that another member 
then present at the hearing has Added for that pur- 
pose during the yielding member’s turn, or by using 
time allotted after all members have been given an 
opportunity to question the witness or panel of wit- 
nesses. At all times, unless the chairman and the 
ranking member otherwise agree, the questioning 
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shall alternate back and forth between members of 
the majority party and members of the minority 
party. In their discretion, the chairman and the 
rarddng member, respectively, may designate major- 
ity or minority’ staff to question a witness or a panel 
of witnesses at a hearing during time yielded by a 
member of the chairman’s or the ranking member’s 
party then present at the hearing for his or her 
turn. 

(5) Testi.MO.VY OF WITNESSES. — To require by 
subpoena or order the attendance, as a witness be- 
fore the special committee or at a deposition, of any 
person who may have knowledge or information con- 
cerning any of the matters that the special commit- 
tee is authorized to investigate and study. 

(6) Immunity. — To grant a witness immunity 
under sections 6002 and 6005 of title IS, United 
States Code, provided that the independent counsel 
has not informed the special committee in writing 
that immunizing the witness would interfere with the 
ability of the independent counsel successfully to 
prosecute criminal violations. Not later than 10 days 
before the special committee seeks a Federal court 
order for a grant of immunity by the special commit- 
tee, the Senate Legal Counsel shall cause to be de- 
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livered to the independent counsel a written request 
asking the independent counsel promptly to inform 
the special committee in writing if, in the judgment 
of the independent counsel, the grant of immunity 
would interfere with the ability of the independent 
counsel successfully to prosecute criminal violations. 
The Senate Legal Counsers written request of the 
independent counsel required by this paragraph shall 
be in addition to all notice requirements set forth in 
sections 6002 and 6005 of title 18, United States 
Code. 

(7) Depositions. — To take depositions and 
other testimony under oath anywhere within the 
United States, to issue orders that require witnesses 
to answer WTitten interrogatories under oath, and to 
make application for the issuance of letters rogatory. 
All depositions shall be conducted jointly by majority 
and minority staff of the special committee. A wit- 
ness at a deposition shall be examined upon oath ad- 
ministered by a member of the special committee or 
an individual authorized by local law r to administer 
oaths, and a complete transcription or electronic re- 
cording of the deposition shall be made. Questions 
shall be propounded first by majority staff of the 
special committee and then by minority staff of the 
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special committee. Any subsequent round of ques- 
tioning shall proceed in the same order. Objections 
by the witness as to the form of questions shall be 
noted for the record. If a witness objects to a ques- 
tion and refuses to answer on the basis of relevance 
or privilege, the special committee staff may proceed 
with the deposition, or may, at that time or at a 
subsequent time, seek a ruling on the objection from 
the chairman. If the chairman overrules the objec- 
tion. the chairman may order and direct the witness 
to answer the question, but the special committee 
shall not initiate procedures leading to civil or crimi- 
nal enforcement tinless the witness refuses to answer 
after having been ordered and directed to answer. 

(8) Delegations to staff. — To issue com- 
missions and to notice depositions for staff members 
to examine witnesses and to receive evidence under 
oath administered by an individual authorized by 
local law to administer oaths. The special committee, 
or the chairman with the concurrence of the ranking 
member, may delegate to designated staff members 
of the special committee the power to issue deposi- 
tion notices authorized pursuant to this paragraph. 

(9) Information from other sources. — To 
require by subpoena or order — 
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(A) any department, agency, entity, officer, 
or employee of the United States Government; 

(B) any person or entity purporting to act 
under color or authority of State or local law; 
or 

(C) any private person, firm, corporation, 
partnership, or other organization; 

to produce for consideration by the special commit- 
tee or for use as evidence in the investigation, study, 
or hearings of the special committee, any book, 
check, canceled check, correspondence, communica- 
tion, document, financial record, paper, physical evi- 
dence, photograph, record, recording, tape, or any 
other material relating to any of the matters or 
questions that the special committee is authorized to 
investigate and study which any such person or en- 
tity may possess or control. 

(10) Recommendations to the senate. — To 
make to the Senate any recommendations, by report 
or resolution, including recommendations for crimi- 
nal or civil enforcement, which .the special committee 
may consider appropriate with respect to — 

(A) the willful failure or refusal of any per- 
son to appear before it, or at a deposition, or 
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to answer interrogatories, in compliance with a 
subpoena or order; 

(B) the willful failure or refusal of any 
person to answer questions or give testimony 
during the appearance of that person as a wit- 
ness before the special committee, or at a depo- 
sition, or in response to interrogatories; or 

(C) the willful failure or refusal of — 

(i) any officer or employee of the 
United States Government; 

(ii) any person or entity purporting to 
act under color or authority of State or 
local law; or 

(iii) anv private person, partnership, 
firm, corporation, or organization; 

to produce before the special committee, or at 
a deposition, or at any time or place designated 
by the committee, any book, check, canceled 
check, correspondence, communication, docu- 
ment, financial record, paper, physical evidence, 
photograph, record, recording, tape, or any 
other material in compliance with any subpoena 
or order. 
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(11) Consultants. — To procure the tem- 
porary or intermittent services of individual consult- 
ants, or organizations thereof. 

(12) Other government personnel. — To 
use, on a reimbursable basis and with the prior con- 
sent of the Government department or agency con- 
cerned, the services of the personnel of such depart- 
ment or agency. 

(13) Other congressional staff. — To use, 
with the prior consent of any member of the Senate 
or the chairman or the ranking member of any other 
Senate committee or the chairman or ranking mem- 
ber of any subcommittee of any committee of (he 
Senate, the facilities or services of the appropriate 
members of the staff of such member of the Senate 
or other Senate committee or subcommittee, when- 
ever the special committee or the chairman or the 
ranking member considers that such action is nec- 
essary' or appropriate to enable the special commit- 
tee to conduct the investigation, study, and hearings 
authorized by this resolution. 

( 14 ) Access to information and evi- 
dence. — T o permit any members of the special 
committee, staff director, counsel, or other staff 
members or consultants designated by the chairman 
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or the ranking member, access to any data, evidence, 
information, report, analysis, document, or paper — 

(A) that relates to any of the matters or 
questions that the special committee is author- 
ized to investigate or study under this resolu- 
tion; 

(B) that is in the custody or under the 
control of any department, agency, entity, offi- 
cer, or employee of the United States Govern- 
ment, including those which have the power 
under the laws of the United States to inves- 
tigate any alleged criminal activities or to pros- 
ecute persons charged with crimes against the 
United States without regard to the jurisdiction 
or authority of any other Senate committee or 
subcommittee; and 

(C) that will assist the special committee 
to prepare for or conduct the investigation, 
study, and hearings authorized by this resolu- 
tion. 

(15) Reports of violations of law. — To re- 
port possible violations of any law to appropriate 
Federal, State, or local authorities. 

(16) Expenditures. — T o expend, to the ex- 
tent that the special committee determines necessary 
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1 and appropriate, any money made available to the 

2 speeial committee by the Senate to cany out this 

3 resolution. 

4 (17) Tax return information. — T o inspect 

5 and receive, in accordance with the procedures set 

6 forth in sections 6103(f)(3) and 6104(a)(2) of the 

7 Internal Revenue Code of 1986, any tax return or 

8 tax return information, held by the Secretary of the 

9 Treasury, if access to the particular tax-related in- 

10 formation sought is necessary to the ability of the 

11 special committee to carry out section 1(b)(3)(B). 

12 SEC. 6. PROTECTION OF CONFIDENTIAL INFORMATION. 

13 (a) Nondisclosure. — No member of the special 

14 committee or the staff of the special committee shall dis- 

15 close, in whole or in part or by way of summary, to any 

16 person other than another member of the special commit- 

17 tee or other staff of the special committee, for any purpose 

18 or in connection with any proceeding, judicial or otherwise, 

19 any testimony taken, including the names of witnesses tes- 

20 tiffing, or material presented, in depositions or at closed 

21 hearings, or any confidential materials or information, un- 

22 less authorized by the special committee or the chairman 

23 in concurrence with the ranking member. 

24 (b) Staff Nondisclosure Agreement. — A ll mem- 

25 bers of the staff of the special committee with access to 
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1 confidential information within the control of the special 

2 committee shall, as a condition of employment, agree in 

3 writing to abide by the conditions of this section and any 

4 nondisclosure agreement promulgated by the special com- 

5 mittee that is consistent with this section. 

6 (c) Sanctions. — 

7 (1) Member sanctions. — The case of any 

8 Senator who violates the security procedures of the 

9 special committee may be referred to the Select 

10 Committee on Ethics of the Senate for investigation 

1 1 and the imposition of sanctions in accordance with 

12 the rules of the Senate. 

13 (2) Staff sanctions. — A ny member of the 

14 staff of the special committee who violates the secu- 

15 rity procedures of the special committee shall imme- 

16 diatelv be subject to removal from office or emplov- 

17 ment with the special committee or such other sanc- 

18 tion as may be provided in any rule issued by the 

19 special committee consistent with section 2(c). 

20 (d) Staff Defined. — For purposes of this section, 

21 the term “staff of the special committee” includes — 

22 (1) all employees of the special committee; 

23 (2) all staff designated by the members of the 

24 special committee to w r ork on special committee busi- 

25 ness; 
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1 (3) all Senate staff assigned to special commit- 

2 tee business pursuant to section 5(b) (13); 

3 (4) all officers and employees of the Office of 

4 Senate Legal Counsel who are requested to work on 

5 special committee business; and 

6 (5) all detailees and consultants to the special 

7 committee. 

8 SEC. 7. RELATION TO OTHER INVESTIGATIONS. 

9 (a) PURPOSES. — The purposes of this section are — 

10 (1) to expedite the thorough conduct of the in- 

11 vestigation, study, and hearings authorized by this 

12 resolution; 

13 (2) to promote efficiency among all the various 

14 investigations underway in all branches of the 

15 United States Government; and 

16 (3) to engender a high degree of confidence on 

17 the part of the public regarding the conduct of such 

18 investigation, study, and hearings. 

19 (b) Special Committee Actions. — T o carry out 

20 the purposes stated in subsection (a), the special commit- 

2 1 tee is encouraged — 

22 (1) to obtain relevant information concerning 

23 the status of the investigation of the independent 

24 counsel, to assist in establishing a hearing schedule 

25 for the special committee; and 
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1 (2) to coordinate, to the extent practicable, the 

2 activities of the special committee with the investiga- 

3 tion of the independent counsel. 

4 SEC. 8. SALARIES AND EXPENSES. 

5 A sum equal to not more than $950,000 for the pe- 

6 riod beginning on the date of adoption of this resolution 

7 and ending on February 29, 1996, shall be made available 

8 from the contingent fund of the Senate out of the Account 

9 for Expenses for Inquiries and Investigations for payment 

10 of salaries and other expenses of the special committee 

1 1 under this resolution, which shall include not more than 

12 $750,000 for the procurement of the services of individual 

13 consultants or organizations thereof, in accordance with 

14 section 5(b)( 11). Payment of expenses shall be disbursed 

15 upon vouchers approved by the chairman, except that 

16 vouchers shall not be required for the disbursement of sal- 

17 aries paid at an annual rate. 

1 8 SEC. 9. REPORTS; TERMINATION. 

19 (a) Completion of Duties. — 

20 (1) In GENERAL. — The special committee shall 

21 make every reasonable effort to complete, not later 

22 than February 1, 1996, the investigation, study, and 

23 hearings authorized by section 1. 

24 (2) Evaluation of progress. — The special 

25 committee shall evaluate the progress and status of 
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the investigation, study, and hearings authorized by 
section 1 and, not later than January 15, 1996, 
make recommendations with respect to the author- 
ization of additional funds for a period following 
February 29, 1996. If the special committee re- 
quests the authorization of additional funds for a pe- 
riod following February 29, 1996, the Majority 
Leader and the Democratic Leader shall meet and 
determine the appropriate timetable and procedures 
for the Senate to vote on any such request. 

(b) Final Report. — 

(1) Submission. — The special committee shall 
promptly submit a final public report to the Senate 
of the results of the investigation, study, and hear- 
ings conducted by the special committee pursuant to 
this resolution, together with its findings and any 
recommendations. 

(2) Confidential information. — The final 
report of the special committee may be accompanied 
by such confidential annexes as are necessary to pro- 
tect confidential information. 

(3) Conclusion of business. — After submis- 
sion of its final report, the special committee shall 
promptly conclude its business and close out its af- 
fairs. 
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(c) Records. — Upon the conclusion of the special 
committee's business and the closing out of its affairs, all 
records, files, documents, and other materials in the pos- 
session, custody, or control of the special committee shall 
remain under the control of the Committee on Banking, 
Housing, and Urban Affairs. 

SEC. 10. COMMITTEE JURISDICTION AND RULE XXV. 

The jurisdiction of the special committee is granted 
pursuant to this resolution, notwithstanding the provisions 
of paragraph 1 of rule XXV of the Standing Rules of the 
Senate relating to the jurisdiction of the standing commit- 
tees of the Senate. 

O 
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PRIOR HISTORY: 

CERTIORARI TO THE UNITED STATES COURT 
OF APPEALS FOR THE DISTRICT OF COLUMBIA 
CIRCUIT 

SYLLABUS; [***I] 

Petitioner was convicted of a violation of 2 U.S.C. 
§ 192, which makes it a misdemeanor for any person 
summoned as a witness by eilher House of Congress or 
any committee thereof to refuse to answer any question 
"pertinent to the question under inquiry." Summoned 
to testify before a Subcommittee of the House of 
Representatives Committee on Un-American Activities, 
petitioner testified freely about his own activities and 
associations: but he refused to answer questions as to 
whether he had known certain other persons to have been 
members of the Communist Party. He based his refusal 
on the ground that those questions were outside of the 
proper scope of the Committee's activities and not rele- 
vant to its work. No clear understanding of the "ques- 
tion under inquiry” could be gleaned from the resolution 
authorizing the full Committee, the legislative history' 
thereof, the Committee's practices thereunder, the ac- 
tion authorizing the Subcommittee, the statement of the 
Chairman at the opening of the hearings or his statement 
in response to petitioner's protest. Held: Petitioner was 
not accorded a fair opportunity to determine whether he 
was within his rights in refusing to answer, and 1***2] 
his conviction was invalid under the Due Process Clause 
of the Fifth Amendment. Pp. 181-216. 

(a) The power of Congress to conduct investigations, 
inherent in the legislative process, is broad: but u is not 
unlimited. P. 187. 

(b) Congress has no general authority to expose the 
private affairs of individuals without justification in 
terms of the functions ot Congress. P. 187. 


(c) No inquiry is an end in itself; it must be related 
to. and in furtherance of, a legitimate task of Congress. 
P. 187. 

(d) The Bill of Rights is applicable to congressional in- 
vestigations. as it is to all forms of governmental action. 
P. 188. 

(c) A congressional investigation is subject to the com- 
mand that Congress shall make no law abridging freedom 
of speech or press or assembly. Pp. 196-197. 

(0 When First Amendment rights are threatened, the 
delegation of power to a congressional committee must 
be clearly revealed in its charter. United States v. 
Rumely. 345 U.S. 41. P 198. 

(g) A congressional investigation into individual af- 
fairs is invalid if unrelated to any legislative purpose, 
because it is beyond the powers conferred upon Congress 
by the Constitution. Kilboumv. f ***3 / Thompson, 103 
U.S. 16S. P 198. 

(hi It cannot simply be assumed that every congres- 
sional investigation is justified by a public need that 
overbalances any private rights affected, since to do so 
would be to abdicate the responsibility placed by the 
Constitution upon the judiciary to insure that Congress 
does not unjustifiably encroach upon an individual's 
right ot privacy nor abridge his liberty of speech, press, 
religion or assembly. Pp. 198-199. 

(i) There is no congressional power to expose for the 
sake of exposure where the predominant result can be 
only an invasion of the private rights of individuals. P 
200. 

<j) In authorizing an investigation by a committee, it 
is essential that the Senate or House should spell out 
the committee's jurisdiction and purpose with sufficient 
particularity to insure that compulsory process is used 


27 


Page 4 

354 U.S. 178. •; 77 S. Ct. 1173. LEXSEE 

1957 L'S. LEXIS 1558. —3: 1 L. Ed. 2d 1273 


only in furtherance of a legislative purpose. P. 201 . 

(k) The resolution authorizing the Un-American 
Activities Committee does not satisfy this requirement, 
especially when read in the light of the practices of 
ihe Committee and subsequent actions of the House of 
Representatives extending the life of the Committee. Pp. 
201-205. 

(l) Every [*••4] reasonable indulgence of legality 
must be accorded to the actions of a coordinate branch 
of our Government: but such deference cannot yield to 
an unnecessary and unreasonable dissipation of precious 
constitutional freedoms. P. 204 

(mi Protected freedoms should not be placed in danger 
in the absence of a clear determination hy the House or 
Senate that a particular inquiry is justified by specific 
legislative need. P. 205. 

(n) Congressional investigating committees are re- 
stricted to the missions delegated to them - to acquire 
certain data to be used by the House or Senate in coping 
with a problem that falls within its legislative sphere - 
and no witness can be compelled to make disclosures on 
matters outside that area. P 206. 

(o) When the definition of jurisdictional pertinency 
is as uncertain and wavering as in the case of the Un- 
American Activities Committee, it becomes extremely 
difficult for the Committee to limit its inquiries to statu- 
tory pertinency. P. 206. 

(p) The courts must accord to a defendant indicted un- 
der 2 U.S.C. § 192 every right which is guaranteed to 
defendants in all other criminal cases, including the right 
to have available information revealing (••*5) the stan- 
dard of criminality before the commission of the alleged 
offense. Pp. 207-208. 

<q ) Since the statute defines the enme as refusal to 
answer "any question pertinent to the question under 
inquiry." pan of ihe standard of criminality is the per- 
tinency of the questions propounded to the witness. P. 
208. 

(rj Due process requires that a witness before a 
congressional investigating committee should not be 
compelled to decide, at peril of criminal prosecution, 
w hether to answer questions propounded to him without 
first knowing the "question under inquiry" with the same 
degree of explicitness and clarity that the Due Process 
Clause requires in the expression of am element of a 
criminal olfense. Sinclair v United States, 279 U.S 
263. Pp 208-209 

(s) The authorizing resolution, the remarks of the 
chairman or members of the committee, or even ihe 


nature of ihe proceedings themselves, might make the 
"question under inquiry" sufficiently clear to avoid the 
"vice of vagueness"; but these sources often leave the 
matter in grave doubt. P. 209. 

(t) In this case, it is not necessary to pass on the 
question whether the authorizing resolution defines the 
"question under [• • *6] inquiry* with sufficient clar- 
ity, since the Government does not contend that it could 
serve that purpose. P. 209. 

(u) The opening statement of the Chairman at the out- 
set of the hearings here involved is insufficient to serve 
that purpose, since it merely paraphrased the authoriz- 
ing resolution and gave a very general sketch of the past 
efforts of the Committee. Pp 209-210. 

(v) Nor was that purpose served by the action of 
the full Committee in authorizing the creation of the 
Subcommiuce before which petitioner appeared, since 
it merely authorized the Chairman to appoint subcom- 
mittees "for the purpose of pertorming any and all acts 
which the Committee as a whole is authorized to do." 
Pp. 211-212 

(w) On the record in this case, especially in view of 
ihe precise questions petitioner was charged with refus- 
ing to answer, it cannot be said that the "question under 
inquiry" was Communist infiltration into labor unions. 
Pp. 212-214 

(x) Unless the subject matter of the inquiry has been 
made to appear with undisputable clarity, it is the duty 
of the investigative body, upon objection of the witness 
on grounds of pertinency, to state for the record the sub- 
ject under inquiry at that [*• *7J time and the manner in 
which the propounded questions are pertinent thereto. 
Pp 214-215. 

tv) The Chairman's response, when petitioner ob- 
jected to the questions on grounds of pertinency, was 
inadequate to convex sufficient intormanon as to the per- 
tinency of the questions to the "question under inquiry. " 
Pp. 214-215. 

9$ U.S. App. D C. 190, 233 F. 2d 681. reversed and 
remanded. 

COUNSEL: Joseph L Rauh. Jr. argued the cause 
for petitioner. With him on the brief were Harold A 
Crancfield. Norma Zarky. John Silard. Daniel H. Pollilt 
and Sidney S. Sachs. 

Solicitor General Rankin argued the cause for the 
United States. With him on the brief were Assistant 
Attorney General Tompkins. Philip R. Monahan and 
Doris H. Spangcnburg 
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Osmond K. Fraenkel Filed a brief for the American 
Civil Liberties Union, as amicus curiae, supporting pe- 
titioner, and Telford Taylor Filed a brief for Metcalf, as 
amicus curiae, urging reversal. 

Herbert R. O’Conor [***8] Filed a brief for the 
American Bar Association, as amicus cunae, urging af- 
firmance. With him on the brief were Julius Applebaum, 
Tracy E. Griffin, John M. Palmer, Paul W. Updegraff 
and Louis C. Wyman. 

JUDGES: Warren, Black, Frankfurter, Douglas, Clark, 
Harlan. Brennan; Burton and Whittaker took no part in 
the consideration or decision of this case. 

OPINIONBY: WARREN 

OPINION: [*181] [**1176] MR. CHIEF JUSTICE 
WARREN delivered the opinion of the Court. 

This is a review by certiorari of a conviction un- 
der 2 U.S.C. § 192 for "contempt of Congress." The 
misdemeanor is alleged to have been committed during 
a [*182] hearing before a congressional investigating 
committee. It is not the case of a truculent or contu- 
macious witness who refuses to answer all questions or 
who, by boisterous or discourteous conduct, disturbs the 
decorum of the committee room. Petitioner was prose- 
cuted for refusing to make certain disclosures which he 
asserted to be beyond the authority of the committee to 
demand. The controversy thus rests upon fundamental 
principles of the power of the Congress and the lim- 
itations upon that power. We approach the questions 
presented with conscious awareness of the far-reaching 
ramifications that can follow from a decision of this na- 
ture. 

On April 29, 1954, petitioner appeared as a wit- 
ness in compliance with a subpoena issued [***9] by 
a Subcommittee of the Committee on Un-American 
Activities of the House of Representatives. The 
Subcommittee elicited from petitioner a description of 
his background in labor union activities. He had been 
an employee of the International Harvester Company be- 
tween 1935 and 1953. Dunng the last eleven of those 
years, he had been cn leave of absence to serve as an 
official of the Farm Equipment Workers International 
Union, later merged into the United Electrical, Radio 
and Machine Workers. He rose to the position of 
President of District No. 2 of the Farm Equipment 
Workers, a district defined geographically to include 
generally Canton and Rock Falls. Illinois, and Dubuque. 
Iowa. In 1953. petitioner joined the United Automobile 
Workers International Union as a labor organizer. 

Petitioner's name had been mentioned by two wit- 


nesses who testified before the Committee at prior hear- 
ings. In September 1952, one Donald O. Spencer admit- 
ted having been a Communist from 1943 to 1946. He 
declared that he had been recruited into the Party with the 
endorsement and prior approval of petitioner, whom he 
identified as the then District Vice-President of the Farm 
Equipment [*183] Workers. [***10] nl Spencer also 
mentioned [**1177] that petitioner had attended meet- 
ings at which only card-carrying Communists were ad- 
mitted. A month before petitioner testified, one Walter 
Rumsey slated that he had been recruited into the Party 
by petitioner. n2 Rumsey added that he had paid Party 
dues to. and later collected dues from, petitioner, who 
had assumed the name, Sam Brown. Rumsey told the 
Committee that he left the Parry in 1944. 

nl R. 153-163; Hearings before the House 
of Representatives Committee on Un-American 
Activities on Communist Activities in the Chicago 
Area -- Part 1, 82d Cong., 2d Sess. 3737-3752. 

n2 R. 135-149; Hearings before the House 
of Representatives Committee on Un-American 
Aciivities on Investigation of Communist Activities 
in the Chicago Area -- Part 2. 83d Cong., 2d Sess. 
4243-4260. 

Petitioner answered these allegations freely and with- 
out reservation. His attitude toward the inquiry is clearly 
revealed from the statement he made when the question- 
ing turned to the subject of his past conduct, associations 
[*** 1 1] and predilections: 

"I am not now nor have I ever been a card-carrying 
member of the Communist Party. Rumsey was wrong 
when he said l had recruited him into the party, that I 
had received his dues, that I paid dues to him, and that 
I had used the alias Sam Brown. 

"Spencer was wrong when he termed any meetings 
which 1 attended as closed Communist Party meetings. 

"I would like to make it clear that for a period of time 
from approximately 1942 to 1947 I cooperated with the 
Communist Party and participated in Communist activ- 
ities 10 such a degree that some persons may honestly 
believe that I was a member of the party. 

"I have made contributions upon occasions to 
Communist causes. I have signed petitions for 
Communist [*184] causes. I attended caucuses at an 
FE convemion at which Communist Party officials were 
present. 

"Since 1 freely cooperaied with the Communist Party 
I have no motive for making the distinction between co- 
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operation and membership except the simple fact that it 
is the truth. I never earned a Communist Party card. 
I never accepted discipline and indeed on several occa- 
sions 1 opposed their position. 

“In a special convention held in the summer of 1947 
[***12] I led the fight for compliance with the Taft- 
Hartley Act by the FE-CIO International Union. This 
fight became so bitter that it ended any possibility of 
future cooperation." n3 

n3 R. 75; Hearings, supra, note 2, Pan 3, at 4268. 


The character of petitioner’s testimony on these 
matters can perhaps best be summarized by the 
Government's own appraisal in its brief: 

"A more complete and candid statement of his 
past political associations and activities (treating the 
Communist Party for present purposes as a mere po- 
litical pany) can hardly be imagined. Petitioner cer- 
tainly was not attempting to conceal or withhold from the 
Committee his own past political associations, predilec- 
tions, and preferences. Furthermore, petitioner told the 
Committee that he was entirely willing to identify for 
the Committee, and answer any questions it might have 
concerning, 'those persons whom 1 knew to be members 
of the Communist Party,' provided that, 'to (his] best 
knowledge and belief.' they still were members of the 
Pany . . . [***I3] .“ n4 

n4 Brief for Respondent, pp. 59-60. 

The Subcommittee, too. was apparently satisfied with 
petitioner s disclosures. After some further discussion 
elaborating on the statement, counsel for the [**1178] 
Committee [* 185] turned to another aspect of Rumsey's 
testimony. Rumsey had identified a group of persons 
whom he had known as members of the Communist 
Pany, and counsel began to read this list of names to 
petitioner. Petitioner stated that he did not know several 
of the persons. Of those whom he did know, he refused 
to tell whether he knew them to have been members of 
the Communist Pany. He explained to the Subcommittee 
why he took such a position: 

“I am not going to plead the fifth amendment, but 
I refuse to answer cenain questions that 1 believe are 
outside the proper scope of your committee s activi- 
ties. I will answer any questions which this commit- 
tee puts to me about myself. I will also answer ques- 
tions about ihose persons whom 1 knew to be members 


of the Communist Pany and whom 1 believe still are. 
[***14] 1 will not. however, answer any questions with 
respect to others with whom I associated in the past. 
I do not believe that any law in this country requires 
me to testify about persons who may in the past have 
been Communist Party members or otherwise engaged in 
Communist Pany activity but who to my best knowledge 
and belief have long since removed themselves from the 
Communist movement. 

“I do not believe that such questions are relevant to the 
work of this committee nor do 1 believe that this com- 
mittee has the right to undenake the public exposure of 
persons because of their past activities. I may be wrong, 
and the committee may have this power, but until and 
unless a coun of law so holds and directs me to answer, 
I most firmly refuse to discuss the political activities of 
my past associates." n5 

n5 R. 85-86; Hearings, supra, note 2. Pan 3. at 
4275. 


1*186] The Chairman of the Committee submined 
a repon of petitioner's refusal to answer questions to 
the House of Representatives. H R. Rep. No. 1579, 
[***15] 83d Cong.. 2d Sess. The House directed the 
Speaker to certify the Committee s repon to the United 
States Attorney for initiation of cnminal prosecution. 
H Res. 534. 83d Cong.. 2d Sess. n6 A seven-couni in- 
dictment was returned. n7 Petitioner waived his right to 
jury tnal and was found guilty on all counts by the coun. 
The sentence, a fine of S 100 and one year in pnson. 
was suspended, and petitioner was placed on probation. 

n6 There were nine citations of contempt voted at 
the same time. Petitioner's case was the second to 
be acted upon. There was no debate other than a 
statement by Representative Javits on a proposal to 
consolidate the legislative bodies investigating sub- 
version 100 Cong. Rec. 6382-6386. The resolu- 
tion to prosecute petitioner passed by a voice vote. 

There w as lengthier discussion and a recorded vote 
on ihc first case considered by the House. Id., at 
6375-6382. In none of the cases was there any de- 
bate on the merits of the witnesses' conduct. Id., at 
6375-6401. 

n7 The counts of the indictment were pat- 
terned from the sequence of ihe questioning by the 
Committee. Petitioner was asked separately about 
six persons, and these are the basis of the first six 
counts. The last count comprises the omnibus ques- 
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tion that gave a list of twenty-five names for peti- 
tioner to identify. With two exceptions, the ques- 
tions asked for knowledge of past membership in 
the Communist Party. The context of the interro- 
gation indicates that the Committee's concern was 
with such past conduct. Petitioner agreed to and did 
disclose his knowledge of those he believed to be 
present members. 

[••*16] 

An appeal was taken to the Court of Appeals for the 
District of Columbia. The conviction was reversed by 
a three-judge panel, one member dissenting. Upon re- 
hearing en banc, the full bench affirmed the conviction 
with the judges of the original majority in dissent. 98 
U.S . App. D.C. 190, 233 F. 2d 681. We [**1179] 
granted certiorari [*187] because of the very important 
questions of constitutional law presented. 352 U. S. 822. 

We start with several basic premises on which there is 
general agreement. The power of the Congress to con- 
duct investigations is inherent in the legislative process. 
That power is broad. It encompasses inquiries concern- 
ing the administration of existing laws as well as pro- 
posed or possibly needed statutes. It includes surveys of 
defects in our social, economic or political system for 
the purpose of enabling the Congress to remedy them. 
It comprehends probes into departments of the Federal 
Government to expose corruption, inefficiency or waste. 
But, broad as is this power of inquiry, it is not unlim- 
ited. There is no general authority to expose the private 
affairs of individuals without justification in terms of 
the functions of the Congress. This was [***17] freely 
conceded by the Solicitor General in his argument of this 
case. n8 Nor is the Congress a law enforcement or trial 
agency. These are functions of the executive and judi- 
cial departments of government. No inquiry is an end in 
itself; it must be related to, and in furtherance of, a le- 
gitimate task of the Congress. Investigations conducted 
solely for the personal aggrandizement of the investiga- 
tors or to "punish" those investigated are indefensible. 

n8 "Now, we don’t claim on behalf of the 
Government that there is any right to expose for 
the purposes of exposure. And 1 don't know that 
Congress has ever claimed any such right. But we 
do say, in the same breath, that there is a right to 
inform the public at the same time you inform the 
Congress." 

It is unquestionably the duty of all citizens to coop- 
erate with the Congress in its efforts to obtain the facts 
needed for intelligent legislative action. It is their un- 


remitting obligation to respond to subpoenas, to respect 
the dignity of the Congress and its committees [***18] 
and to testify [*188] fully with respect to matters within 
the province of proper investigation. This, of course, 
assumes that the constitutional rights of witnesses will 
be respected by the Congress as they are in a court of 
justice. The Bill of Rights is applicable to investigations 
as to all forms of governmental action. Witnesses cannot 
be compelled to give evidence against themselves. They 
cannot be subjected to unreasonable search and seizure. 
Nor can the First Amendment freedoms of speech, press, 
religion, or political belief and association be abridged. 

The rudiments of the power to punish for "contempt of 
Congress" come to us from the pages of English history. 
The origin of privileges and contempts extends back into 
the period of the emergence of Parliament. The estab- 
lishment of a legislative body which could challenge the 
absolute power of the monarch is a long and bitter story. 
In that struggle. Parliament made broad and varied use 
of the contempt power. Almost from the beginning, 
both the House of Commons and the House of Lords 
claimed absolute and plenary authority over their privi- 
leges. This was an independent body of law, described 
by Coke as lex parliament!. [***19] n9 Only Parliament 
could declare what those privileges were or what new 
privileges were occasioned, and only Parliament could 
judge what conduct constituted a breach of privilege. 

n9 Coke. Fourth Institute, 15. 

In particular, this exclusion of lex parliament from 
the lex terrae, or law of the land, precluded judicial 
review of the exercise of the contempt power or the as- 
sertion of privilege. Parliament declared that no court 
had jurisdiction to consider such questions. In the lat- 
ter pan of the seventeenth century, an action for false 
imprisonment was brought by one Jay who had been 
held in contempt. The defendant, the Serjeant-at-Arms 
of [**1180] the House of Commons, demurred that he 
had taken the plaintiff. [*189] into custody for breach 
of privilege. The Chief Justice, Pembenon, ovenuled 
the demurrer. Summoned to the bar of the House, the 
Chief Justice explained that he believed that the asser- 
tion of privilege went to the merits of the action and did 
not preclude jurisdiction. For his audacity, the [***20] 
Chief Justice was dispatched to Newgate Prison. nlO 

nlO H. Comm. J. (1688-1693) 227; Jay v. 

Tophanx, 12 How. Si. Tr. 822. 

It seems inevitable that the power claimed by 
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Parliament would have been abused. Unquestionably 
it was. A few examples illustrate the way in which in- 
dividual rights were infringed. During the seventeenth 
century, there was a violent upheaval, both religious and 
political. This was the time of the Reformation and the 
establishment of the Church of England. It was also the 
period when the Stuarts proclaimed that the royal pre- 
rogative was absolute. Ultimately there were two rev- 
olutions, one protracted and bloody, the second with- 
out bloodshed. Critical commentary of all kinds was 
treated as contempt of Parliament in these troubled days. 
Even clergymen were imprisoned for remarks made in 
their sermons, nl 1 Perhaps the outstanding case arose 
from the private conversation of one Floyd, a Catholic, 
in which he expressed pleasure over the misfortune of 
the King's Protestant son-in-law and [***21] his wife. 
Floyd was not a member of Parliament. None of the 
persons concerned was in any way connected with the 
House of Commons. Nevertheless, that body imposed 
an humiliating and cruel sentence upon Floyd for con- 
tempt. nl2 The House of Lords intervened. 1*190] re- 
buking the Commons for their extension of the privilege. 
The Commons acceded and transferred the record of the 
case to the Lords, who imposed substantially the same 
penalty. nl3 

nil Proceedings against Richard Thompson. S 
How. St. Tr. 2; Witike, The History of English 
Parliamentary Privilege, 50. 

nl2 "Floyd, for uttering a few contemptible ex- 
pressions, was degraded from his gentility, and to be 
held an infamous person; his testimony not to be re- 
ceived; to ride from the Fleet to Cheapside on horse- 
back, without a saddle, with his face to the horse s 
tail, and the tail in his hand, and then to stand two 
hours in the pillory, and to be branded in the fore- 
head with the letter K; to ride four days afterwards 
in the same manner to Westminster, and then to stand 
two hours more in the pillory, with words on a paper 
in his hat showing his offence; to be whipped at the 
cart’s tail from the Fleet to Westminster Halt; to pay 
a fine of 50001.; and to be a prisoner in Newgate 
during hts life." 1 Dc Lolme. The Rise and Progress 
of ihe English Constitution, 348. 

[***22J 

nl 3 H.L.J. (1620-1628) 110-111. 113, 116. 124. 
125, 127. 132. 133-134. 183; Witike. 76-77. See 
also Kelke. Constitutional Law and Cases. 155-156. 

Later in that century, during the reign of Charles II. 
there was great unrest over the fact that the heir appar- 
ent, James, had embraced Catholicism. Ann-Catholic 


feeling ran high, spilling over a few years later when 
the infamous rogue. Titus Oates, inflamed the country 
with rumors of a "Popish Plot’ to murder the King. 
A committee of Parliament was appointed to learn the 
sources of certain pamphlets that had been appearing. 
One was entitled: The Grand Question Concerning the 
Prorogation of this Parliament for a Year and Three 
Months Stated and Discussed. A Doctor Carry admitted 
to the committee that he knew the author, but refused to 
divulge his name. Brought to the bar of the House of 
Lords, he persisted in this stand. The House imposed a 
Fine of L 1 .000 and committed the witness to the Tower. 
nl4 

nI4 H.L.J. (1675-1681) 54-55. 

[—23] 

A hundred years later. George III had managed to gam 
control of Parliament through his ministers. The King 
could not silence the opposition, however, and one of 
the most vocal was John Wilkes. This precipitated a 
[*191] struggle that lasted [**1181] for several years 
until Wilkes finally prevailed. One writer sums up the 
case thus: 

"He had won a victory for freedom of the press. He 
had directed popular attention to the royally-controlled 
House of Commons, and poinied out its unrepresentative 
character, and had shown how easily a claim of privi- 
lege might be used to sanction the arbitrary proceedings 
of ministers and Parliament, even when a fundamental 
right of the subject was concerned. It was one of life’s 
little ironies that work of such magnitude had been re- 
served for one of the worst libertines and demagogues 
of all time." n 1 5 

n 1 5 Witike, 122-123. With all his knavery. 
Wilkes was long a hero with certain persecuted 
groups in England. Here, streets and other public 
places have been named for him and his writings. 

[•••24] 

Even as late as 1835. the House of Commons ap- 
pointed a select committee to inquire into ". 
the origin, nature, extent and tendency of the Orange 
Institutions. ’ This was a political-religious organization, 
vehemently Protestant in religion and strongly in favor 
of the grow th of the British Empire. The committee sum- 
moned the Deputy Grand Secretary and demanded that 
he produce all the records of the organization. The wit- 
ness refused to turn over a letter-book, which he admit- 
ted contained his answers to many communications upon 
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Orange business. But it also contained, he said, records 
of private communications with respect to Orangetsm. 
Summoned to the bar of the House of Commons, he re- 
mained adamant and was committed to Newgate Prison. 
nl6 


nI6 H. Comm. J. (1835) 533, 564-565, 571, 575. 

Modem times have seen a remarkable restraint in the 
use by Parliament of its contempt power. Important 
investigations, like those conducted in America by con- 
gressional committees, are made by Royal Commissions 
[*192] of Inquiry. [***25] n!7 These commissions 
are comprised of experts in the problem to be studied. 
They are removed from the turbulent forces of politics 
and partisan considerations. Seldom, if ever, have these 
commissions been given the authority to compel the tes- 
timony of witnesses or the production of documents. 
nI8 Their success in fulfilling their fact-finding mis- 
sions without resort to coercive tactics is a tribute to the 
fairness of the processes to the witnesses and their close 
adherence to the subject matter committed to them. 

nl7 Finer, Congressional Investigations: The 

British System, 18 U. of Chi. L. Rev. 521,554-561; 
Smelser, Legislative Investigations: Safeguards for 
Witnesses: The Problem in Historical Perspective, 
29 Notre Dame Law. 163. 167; Clokie & Robinson, 
Royal Commissions of Inquiry. 

nl8 Finer, 559; Smelser, 167; Clokie & Robinson, 
186-187. 

The history of contempt of the legislature in this coun- 
try is notably different from that of England. In the 
early days of the United States, there lingered the di- 
rect [***26] knowledge of the evil effects of absolute 
power. Most of the instances of use of compulsory pro- 
cess by the first Congresses concerned matters affecting 
the qualification or integrity of their members or came 
about in inquiries dealing with suspected corruption or 
mismanagement of government officials. nI9 Unlike 
the English practice, from the very outset the use of 
contempt power by the legislature was deemed subject 
to judicial review. n20 

n!9 See Landis, Constitutional Limitations on the 
Congressional Power of Investigation, 40 Harv. L. 
Rev. 153. 168-191: Potts. Power of Legislative 
Bodies to Punish tor Contempt, 74 U. of Pa. L. 
Rev. 691, 719-725. 


n20 The first case to reach this Court was Anderson 
v. Dunn, 6 Wheat. 204, which upheld the power of 
the House of Representatives to reprimand a person 
for attempting to bnbe a member of the House. 

[**1182] There was very little use of the power of 
compulsory process in early years to enable the Congress 
to obtain facts pertinent to the enactment of new statutes 
[**•27] or the [* 193] administration of existing laws. 
The first occasion for such an investigation arose in 1827 
when the House of Representatives was considering a re- 
vision of the tariff laws. n21 In the Senate, there was no 
use of a fact-finding investigation in aid of legislation 
until 1859. n22 In the Legislative Reorganization Act, 
the Committee on Un-American Activities was the only 
standing committee of the House of Representatives that 
was given the power to compel disclosures. n23 

n21 On December 3 1 , 1827, the House Committee 
on Manufacturers was given the task of inquiring 
into the effect that the proposed upward revision in 
the tariff schedules would have upon domestic man- 
ufacturers. The power of the House to authorize a 
fact-finding inquiry in aid of legislation was seri- 
ously challenged. After full debate the investigation 
was authorized by a vote of 102 to 88. 4 Cong. Deb. 
889. 

n22 The subject matter of the select committee was 
"... the late invasion and seizure of the armory 
and arsenal of the United States at Harper's Ferry, in 
Virginia, by a band of armed men .... And that 
said committee [shall] report whether any and what 
legislation may, in their opinion, be necessary, on 
the part of the United States, for the future preserva- 
tion of the peace of the country, or for the safety of 
the public property; and that said committee [shall] 
have power to send for persons and papers." Cong. 
Globe, 36th Cong., IstSess. 141 (1859). 

[***28] 

n23 60 Stat. 828-829. All standing committees 
in the Senate were invested with the power of com- 
pulsory process. 60 Stat. 830-831. During the 
83d Congress, two other standing committees in the 
House of Representatives, the Appropriations and 
Government Operations Committees, possessed that 
power. 99 Cong. Rec. 16-19. 

It is not surprising, from the fact that the Houses of 
Congress so sparingly employed the power to conduct 
investigations, that there have been few cases requiring 
judicial review of the power. The Nation was almost 
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one hundred years old before the first case reached this 
Court to challenge the use of compulsory process as a 
legislative device, rather than in inquiries concerning the 
elections [• 1 94] or privileges of Congressmen. n24 In 
Kilboum v. Thompson. 103 U.S. 168, decided in 1881. 
an investigation had been authorized by the House of 
Representatives to learn the circumstances surrounding 
the bankruptcy of Jay Cooke & Company, in which the 
United States had deposited funds. The committee be- 
came particularly interested in a private real estate pool 
that was a part [***29] of the financial structure. The 
Court found that the subject matter of the inquiry was 'in 
its nature clearly judicial and therefore one in respect to 
which no valid legislation could be enacted.' The House 
had thereby exceeded the limits of its own authority. 

n24 The first court that was called upon to re- 
view the constitutional validity of a legislative in- 
quiry was the New York Court of Common Pleas. 
The case arose out of the inquiry by the Common 
Council of New York into the conduct of the Police 
Department in 1 855. Judge Charles Patrick Daly up- 
held the investigative power as implicit in the func- 
tions of a legislature, but ruled that the examination 
of witnesses must be confined to the subject under 
investigation. Applying this standard, he ruled that 
questions directed to the national ongin of policemen 
were improper under the investigators’ authorizing 
resolution. Briggs v. Mackeller, 2 Abbott ’s Practice 
Reports 30 (N Y. Common Pleas 1855). 

Subsequent to the decision in Kilboum. until re- 
cent [***30] times, there were very few cases dealing 
with the investigative power. n25 The matter came to 
[**1183] the fore again when the Senate undertook to 
study the corruption in the handling of oil leases in the 
I920's. In McCratn k Daugherty. 273 U.S. 135. and 
Sinclair v. United States. 279 U.S. 263. the Court ap- 
plied the precepts of Kiiboum to uphold the authority of 
the Congress to conduct the challenged investigations. 
The Court recognized the danger to effective and honest 
conduct of the Government [*195] if the legislature s 
power to probe corruption in the executive branch were 
unduly hampered. 

n25 In re Chapman. 166 U.S. 661 (upheld con- 
viction under R.S. § 102. forerunner of 2 U.S.C. $ 
192. tor refusal to answer questions in inquiry into 
charges ot corruption among certain Senators with 
respect to pending bill on sugar tariff): cf. Marshall 
v. Gordon. 243 U.S. 521. 


Following these important decisions, there was an- 
other lull in judicial review of investigations. The ab- 
sence of challenge. [***3I] however, was not indicative 
of the absence of inquiries. To the contrary, there was 
vigorous use of the investigative process by a Congress 
bent upon harnessing and directing the vast economic 
and social forces of the times. Only one case came be- 
fore this Court, and the authority of the Congress was 
affirmed. n26 

n26 Jurnev v. MacCracken, 294 U.S. 125 fupbcld 
power of Senate to punish as a contempt the action 
of a witness in allowing the destruction and removal 
of papers subject to the subpoena of a Senate com- 
mittee: held that enactment of 2 U.S.C. § 192 did 
not impair contempt power of Houses of Congress). 

In the decade following World War 11. there appeared a 
new kind of congressional inquiry unknown in prior pe- 
riods of American history. Principally this was the result 
of the various investigations into the threat of subver- 
sion of the United States Government, but other subjects 
of congressional interest also contributed to the changed 
scene. This new phase ot legislative inquiry involved a 
broad-scale [* * *32] intrusion into the lives and affairs of 
private citizens. It brought before the courts novel ques- 
tions of the appropriate limits of congressional inquiry. 
Prior cases, like Kilboum. NtcGram and Sinclair, had 
defined the scope of investigative power in terms of the 
inherent limitations of the sources of that power. In the 
more recent cases, the emphasis shitted to problems of 
accommodating the interest of the Government with the 
rights and privileges of individuals. The central theme 
was the application of the Bill of Rights as a restraint 
upon the assertion of governmental power in this form. 

It w'as during ihis period that the Fifth Amendment 
privilege against self-incrimination was frequently in- 
voked [* 1 96] and recognized as a legal limit upon the 
authority of a committee to require that a witness answer 
its questions. n27 Some early doubts as to the applicabil- 
ity of that priv ilege before a legislative committee never 
matured. n28 When the matter reached this Court, the 
Government did not challenge in any way that the Fifth 
Amendment protection was available to the witness, and 
such a challenge could not have prevailed. It confined its 
argument to the character [***33] oi the answers sought 
and to the adequacy of the claim of privilege. Quinn v 
United Slates. 349 U.S. 155: Emspak v. United States, 
349 U.S. 190: [** 1 184] Bart v. United States. 349 U.S. 
219. n29 


n27 The first reported case in which the claim of 
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the pnvilege against self-incnmination was allowed 
in a congressional inquiry proceeding was United 
Slates v. Yukio Abe, 95 F Supp. 991. Prior thereto, 
several state courts had held that legislative inves- 
tigations were subject to the witness' privilege not 
to accuse himself under state constitutions. Emery's 
Case, 107 Mass. 172, decided in 1871 is the ear- 
liest. See also Ex parte Johnson, 187 S.C. 1, 196 
S.E. 164. 

n28 E.G., Excerpts from Hearings before the 
House of Representatives Committee on Un- 
American Activities - Regarding Investigation of 
Communist Activities in Connection with the Atom 
Bomb, 80th Cong., 2d Sess. 5; N Y. Herald 
Tribune, Sept. 6. 1948, p. 3, col. 6-7. 

n29 Appropriateness of the privilege has been up- 
held without question in many cases arising out 
of congressional inquiry. See, e.g., Starkovich v. 
United States, 231 E 2d 411; Aiuppa v. United 
States, 201 F. 2d 287; United States v. Costello. 
198 F. 2d 200; Marcello v. United States. 196 F. 2d 
437; United States v. Di Carlo. 102 F. Supp. 597; 
United States v. Licavoli. 102 F. Supp. 607; United 
States v. Cohen, 101 F. Supp. 906; United States v. 
Jaffe, 98 F. Supp. 191: United Stales v. Fitzpatrick, 
96 F. Supp. 491; United States v Raley, 96 F. Supp. 
495; Untied States v. Yukio Abe, 95 F. Supp. 991. 

[***34] 

A far more difficult task evolved from the claim by 
witnesses that the committees' interrogations were in- 
fringements upon the freedoms of the First Amendment. 
n30 [* 1 97] Clearly, an investigation is subject to the 
command that the Congress shall make no law abridg- 
ing freedom of speech or press or assembly. While it is 
true that there is no statute to be reviewed, and that an 
investigation is not a law, nevertheless an investigation 
is pan of law-making. It is justified solely as an adjunct 
to the legislative process. The First Amendment may be 
invoked against infringement of the protected freedoms 
by law or by lawmaking. n31 


n30 The first reponed decision, made in 1947, 
grew out of the inquiry of the Un-American 
Activities Committee into ccnain organizauons sus- 
pected of subversive actions. Subpoenas duces 
tecum had been issued calling for the correspondence 
and other records of these organizations. Refusals 
to comply were followed by prosecutions under 2 
U.S.C.§ 192. The District Court denied motions to 
dismiss the indictments in United States v. Bryan, 


72 F. Supp. 58. The decision with respect to the 
First Amendment was affirmed in Barsky v. United 
States, 167 F. 2d 241. 

[***35] 

n31 See United States v. Rumely, 345 U.S. 41, 43- 
44; Lawson v. United States. 176 F. 2d 49. 51-52: 
Barsky v. United States. 167 F. 2d 241, 244-250; 
United States v. Josephson, 165 F. 2d 82, 90-92. 

Abuses of the investigative process may impercepti- 
bly lead to abridgment of protected freedoms. The mere 
summoning of a witness and compelling him to testify, 
against his will, about his beliefs, expressions or asso- 
ciations is a measure of governmental interference. And 
when those forced revelations concern matters that are 
unorthodox, unpopular, or even hateful to the general 
public, the reaction in the life of the witness may be dis- 
astrous. This effect is even more harsh when it is past 
beliefs, expressions or associations that are disclosed and 
judged by current standards rather than those contempo- 
rary with the matters exposed. Nor does the witness 
alone suffer the consequences. Those who are identi- 
fied by witnesses and thereby placed in the same glare 
of publicity are equally subject to public stigma, scorn 
and obloquy. Beyond that, there is the more subtle and 
[***36] immeasurable effect upon those who tend to 
adhere to [*198] the most orthodox and uncontrover- 
sial views and associations in order to avoid a similar 
fate at some future time. That this impact is partly the 
result of non-governmental activity by private persons 
cannot relieve the investigators of their responsibility for 
initiating the reaction. 

The Court recognized the restraints of the Bill of 
Rights upon congressional investigations in United 
States v. Rumely 345 U.S. 41. The magnitude and com- 
plexity of the problem of applying the First Amendment 
to that case led the Court to construe narrowly the reso- 
lution describing the committee s authority. It was con- 
cluded that, when First Amendment rights are threat- 
ened. the delegation of power to the committee must be 
clearly revealed in its charter. 

[**1185] Accommodation of the congressional need 
for particular information with the individual and per- 
sonal interest in privacy is an arduous and delicate task 
for any court. We do not underestimate the difficul- 
ties that would attend such an undertaking. It is mani- 
fest that despite the adverse effects which follow upon 
compelled disclosure of private matters, not all such in- 
quiries [***37] are barred. Kilboum v. Thompson 
teaches that such an investigation into individual affairs 
is invalid if unrelated to any legislative purpose. That is 
beyond the powers conferred upon the Congress in the 
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Constitution. United States v. Rumelv makes it plain 
that the mere semblance of legislative purpose would not 
justify an inquiry in the face of the Bill of Rights. The 
critical element is the existence of. and the weight to 
be ascnbed to, the interest of the Congress in demand* 
ing disclosures from an unwilling witness. We cannot 
simply assume, however, that every congressional inves- 
tigation is justified by a public need that overbalances 
any private rights affected. To do so would be to abdi- 
cate the responsibility placed by the Constitution upon 
the judiciary to insure that the Congress does not unjus- 
tifiably encroach upon an individual's [*199] right to 
privacy nor abridge his liberty of speech, press, religion 
or assembly. 

Petitioner has earnestly suggested that the difficult 
questions of protecting these rights from infringement 
by legislative inquiries can be surmounted in this case 
because there was no public purpose served in his in- 
terrogation. His [•*•38] conclusion is based upon the 
thesis that the Subcommittee was engaged in a program 
of exposure for the sake of exposure. The sole purpose 
of the inquiry, he comends, was to bring down upon 
himself and others the violence of public reaction be- 
cause of their past beliefs, expressions and associations. 
In support of this argument, petitioner has marshalled 
an impressive array of evidence that some Congressmen 
have believed that such was their duty, or pan of it. n32 

n32 In a repon to the House, the Committee de- 
clared: 

"While Congress does not have the power to deny 
to citizens the right to believe in. teach, or advocate, 
communism, fascism, and naziism. it does have the 
right to focus the spotlight of publicity upon their 
activities . .." H.R. Rep. No. 2. 76th Cong., 

1st Sess. 13. 

A year later, the Committee reponed that "... 
investigation to inform the American people . 
is the real purpose of the House Committee." H.R. 
Rep. No. 1476. 76th Cong., 3d Sess. 1-2. 

A pamphlet issued by the Committee in 1951 stated 
that: "Exposure in a systematic way began with the 
formation of the House Committee on Un-American 
Activities. May 26. 1938." The Committee believed 
itself commanded ". . .to expose people and orga- 
nizations attempting to destroy this country. That is 
still its job and to that job it sticks." 100 Things You 
Should Know Aboui Communism. H.R. Doc No. 
136. 82d Cong.. 1st Sess. 19. 67. 

In its annual reports, the Committee has devoted 
a large pan of its information to a public listing of 


names along with a summary of their activities. 

. . [T]he committee feels that the Congress and the 
American people will have a much clearer and fuller 
picture of the success and scope of communism in 
the United States by having set forth the names and, 
where possible, the positions occupied by individu- 
als who have been identified as Communists, or for- 
mer Communists, during the past year.* H.R. Rep. 
No. 2516, 82d Cong., 2d Sess. 6-7. 

[•••39] 

[•200] We have no doubt that there is no congres- 
sional power to expose for the sake of exposure. The 
public is. of course, entitled to be informed concerning 
the workings of its government. n33 [••1186] That 
cannot be inflated into a general power to expose where 
the predominant result can only be an invasion of the pri- 
vate rights of individuals. But a solution to our problem 
is not to be found in testing the motives of committee 
members for this purpose. Such is not our function. 
Their motives alone would not vitiate an investigation 
which had been instituted by a House of Congress if that 
assembly’s legislative purpose is being served. n34 

n33 We are not concerned with the power of the 
Congress to inquire into and publicize corruption, 
maladministration or inefficiency in agencies of the 
Government. That was the only kind of activ- 
ity described by Woodrow Wilson in Congressional 
Government when he wrote: "The informing func- 
tion of Congress should be preferred even to its 
legislative function." Id., at 303. From the ear- 
liest times in its history, the Congress has assidu- 
ously performed an "informing function" of this na- 
ture. See Landis, Constitutional Limitations on the 
Congressional Power of Investigation, 40 Ham. L. 
Rev 153 . 765-794. 

[—40] 

n34 Compare the treatment of this point in 
Barenblatt v. United States, 240 F. 2d S75, 550- 
557; Morford v. United States. 176 F. 2d 54, 55. 
Eisler v. United States. 170 F. 2d 273. 278-279; 
United States v. Josephson. 165 F. 2d 82. 89; and 
United States v. Kamin. 1 36 F. Supp. 791. 500-507. 

Petitioner's contentions do point to a situation of par- 
ticular significance from the standpoint of the consti- 
tutional limitations upon congressional investigations. 
The theory of a committee inquiry is that the committee 
members are serving as the representatives of the par- 
ent assembly in collecting information for a legislative 
purpose. Their function is to act as the eyes and ears 
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of the Congress in obtaining facts upon which the full 
legislature can act. To carry out this mission, commit- 
tees and subcommittees, sometimes one Congressman. 
[*2011 are endowed with the full power of the Congress 
to compel testimony. In this case, only two men exer- 
cised that authority in demanding information over pe- 
titioner's protest. 

An essential premise in this situation is that [***4I] 
the House or Senate shall have instructed the committee 
members on what they are to do with the power dele- 
gated to them. It is the responsibility of the Congress, 
in the first instance, to insure that compulsory process is 
used only in furtherance of a legislative purpose. That 
requires that the instructions to an investigating com- 
mittee spell out that group’s jurisdiction and purpose 
with sufficient particularity. Those instructions are em- 
bodied in the authorizing resolution. That document 
is the committee's charter. Broadly drafted and loosely 
worded, however, such resolutions can leave tremendous 
latitude to the discretion of the investigators. The more 
vague the committee's charter is, the greater becomes 
the possibility that the committee's specific actions are 
not in conformity with the will of the parent House of 
Congress. 

The authorizing resolution of the Un-American 
Activities Committee was adopted in 1938 when a select 
committee, under the chairmanship of Representative 
Dies, was created. n35 Several years later, the 
Committee was made a standing organ of the House with 
the same mandate. n36 It defines the Committee's au- 
thority as follows; 

’The Committee on Un-American [***42] Activities, 
as a whole or by subcommittee, is authorized to make 
from time to time investigations of (1) the extent, char- 
acter, and objects of un-Amencan propaganda activities 
in the United States, (2) the diffusion [*202] within 
the United States of subversive and un-Amencan pro- 
paganda that is instigated from foreign countries or of 
a domestic origin and attacks the principle of the form 
of government as guaranteed by our Constitution, and 
(3) all other questions in relation thereto that would aid 
Congress in [**1187] any necessary remedial legisla- 
tion." n37 

n35 H. Res. 282, 75th Cong., 3d Sess.. 83 Cong. 

Rec. 7568, 7586. 

n36 H. Res. 5, 79th Cong., 1st Sess., 91 Cong. 

Rec. 10, 15. 

n37 H. Res. 5. 83d Cong., 1st Sess.. 99 Cong. 

Rec. 18. 24. 


It would be difficult to imagine a less explicit au- 
thorizing resolution. Who can defme the meaning of 
"un-American"? What is that single, solitary "princi- 
ple of the form of government as guaranteed by our 
Constitution"? n38 There is no need to dwell upon the 
language, [***43] however. At one time, perhaps, 
the resolution might have been read narrowly to confine 
the Committee to the subject of propaganda. n39 The 
events that have transpired in the fifteen years before 
the interrogation of petitioner make such a construction 
impossible at this date. 

n38 For contrasting views, see Morford v. United 
States, 176 F. 2d 54, 57-5S, and Barsky v. United 
States, 167 F. 2d 241, 247-248. 

n39 The language of the resolution was obviously 
taken from the Dickstein resolution, which estab- 
lished the McCormack Committee in 1934 to study 
Nazi and other propaganda sent into the United States 
from foreign countries. H. Res. 198, 73d Cong., 
2d Sess.. 78 Cong. Rec. 4934, 4949. 

The members of the Committee have clearly demon- 
strated that they did not feel themselves restricted in any 
way to propaganda in the narrow sense of the word. n40 

[*203] Unquestionably the Committee conceived of its 
task in the grand view of its name. Un-Amencan activ- 
ities were its target, no matter how [***44] or where 
manifested. Notwithstanding the broad purview of the 
Committee s experience, the House of Representatives 
repeatedly approved its continuation. Five times it ex- 
tended the life of the special committee. n41 Then it 
made the group a standing committee of the House. n42 
A year later, the Committee’s charter was embodied in 
the Legislative Reorganization Act. n43 On five occa- 
sions, at the beginning of sessions of Congress, it has 
made the authorizing resolution pan of the rules of the 
House. n44 On innumerable occasions, it has passed 
appropriation bills to allow the Committee to continue 
its efforts. 

n40 In 1947. Judge Charles E. Clark, now Chief 
Judge of the Court of Appeals for the Second Circuit, 
wrote about the Committee; "Suffice it to say 
here that its range of activity has covered all vari- 
eties of organizations, including the American Civil 
Liberties Union, the C.I.O., the National Catholic 
Welfare Conference, the Farmer-Labor party, the 
Federal Theatre Project, consumers' organizations, 
various publications from the magazine Time' to 
the Daily Worker.' and varying forms and types 
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of industry, of which the recent investigation of the 
movie industry is fresh in the public mind. While it 
has avoided specific definition of what it is seeking, 
it has repeatedly inquired as to membership in the 
Communist party and in other organizations which it 
regards as communist controlled or affected. " United 
Slates v. Josephson, 165 E 2d 82 . 95 (dissent). 
See also the dissenting opinion of Judge Henry W. 
Edgenon, now Chief Judge of the Court of Appeals 
for the District of Columbia Circuit, in Barskv v. 
United States, S3 U.S. App. D.C. 127, at 143. 167 
F. 2d 241, at 257. 

[***45] 

n41 H. Res. 26, 76th Cong.. 1st Sess., 84 Cong. 
Rec. 1098, 1127-1128; H. Res. 321, 76th Cong!. 
3d Sess., 86 Cong. Rec. 572. 604-605, H. Res. 90. 
77th Cong.. 1st Sess., 87 Cong. Rec. 886, 899; H 
Res. 420, 77th Cong., 2d Sess., 88 Cong. Rec. 
2282, 2297; H. Res. 65, 78th Cong., 1st Sess.. 89 
Cong. Rec. 795. 809-810. 

n42 91 Cong. Rec. 10. 15. 

n43 60 Stat. 812. 828. 

n44 H. Res. 5. 80th Cong., 1st Sess., 93 Cong. 
Rec. 38; H. Res. 5. 8 1 st Cong., 1st Sess., 95 Cong. 
Rec. 10; H. Res. 7.82dCong.. 1st Sess., 97 Cong. 
Rec. 17. 19; H. Res. 5. 83d Cong., 1st Sess., 99 
Cong. Rec. 15; H. Res. 5. 84th Cong.. 1st Sess., 
101 Cong. Rec. 11. 

Combining the language of the resolution with the con- 
struction it has been given, it is evident that the prelim- 
inary control of the Committee exercised by the House 
[*204] of Representatives is slight or non-existent. No 
one could reasonably deduce from the charter the kind of 
investigation that the Committee was directed to make. 
As a result. [**1 188] we are asked to engage in a pro- 
cess of retroactive rationalization. Looking backward 
from the events that transpired, [•**46] we arc asked 
to uphold the Committee's actions unless it appears that 
they were clearly not authorized by the charter. As a 
corollary to this inverse approach, the Government urges 
that we must view the matter hospitably to the power of 
the Congress -- that if there is any legislative purpose 
which might have been furthered by the kind of disclo- 
sure sought, the witness must be punished for withhold- 
ing it. No doubt every reasonable indulgence of legality 
must be accorded to the actions of a coordinate branch 
of our Government. But such deference cannot yield to 
an unnecessary and unreasonable dissipation of precious 
constitutional freedoms. 

The Government contends that the public interest 


at the core of the investigations of the Un-Amcncan 
Activities Committee is the need by the Congress to 
be informed of efforts to overthrow the Government by 
force and violence so that adequate legislative safeguards 
can be erected. From this core, however, the Committee 
can radiate outward infinitely to any topic thought to be 
related in some way to armed insurrection. The outer 
reaches of this domain are known only by the content 
of "un-Amencan activities.* Remoteness of subject can 
be [• • *47] aggravated by a probe for a depth of detail 
even farther removed from any basis of legislative ac- 
tion. A third dimension is added when the investigators 
turn their attention to the past to collect minutiae on re- 
mote topics, on the hypothesis that the past may reflect 
upon the present. 

The consequences that flow from this situation are 
manifold. In the first place, a reviewing court is unable 
[*205] to make the kind of judgment made by the Court 
in United States v. Rumely. supra. The Committee is al- 
lowed. in essence, to define us own authority, to choose 
the direction and focus of its activities. In deciding what 
to do w ith the power that has been conferred upon them, 
members of the Committee may act pursuant to motives 
that seem to them to be the highest. Their decisions, 
nevertheless, can lead to ruthless exposure of private 
lives in order to gather data that is neither desired by 
the Congress nor useful to it. Yet it is impossible in 
this circumstance, with constitutional freedoms in jeop- 
ardy, to declare that the Committee has ranged beyond 
the area committed to it by its parent assembly because 
the boundaries are so nebulous. 

More important and more fundamental [•••48] than 
that, however, it insulates the House that has authorized 
the investigation from the witnesses who are subjected 
to the sanctions of compulsory process. There is a wide 
gulf between the responsibility for the use of investiga- 
tive power and the actual exercise of that power. This is 
an especially vital consideration in assuring respect for 
constitutional liberties. Protected freedoms should not 
be placed in danger in the absence of a clear determina- 
tion by the House or the Senate that a particular inquiry 
is justified by a specific legislative need. 

It is. of course, not the function of this Court to pre- 
scribe rigid rules for the Congress to follow in drafting 
resolutions establishing investigating committees. That 
is a matter peculiarly w ithin the realm of the legislature, 
and its decisions will be accepted by the courts up to 
the point where their own duty to entorce the constitu- 
tionally protected rights of individuals is affected. An 
excessively broad charter, like that of the House Un- 
American Activities Committee, places the courts in an 
untenable position if they are to strike a balance between 
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the public need for a particular interrogation and the 
right of [*206] [***49] citizens to cany on their affairs 
free from unnecessary governmental interference. It is 
impossible in such a situation to ascertain whether any 
legislative purpose justifies the disclosures sought and, 
if so, the importance of that information to the Congress 
in furtherance of its legislative [**1189] function. The 
reason no court can make this critical judgment is that 
the House of Representatives itself has never made it. 
Only the legislative assembly initiating an investigation 
can assay the relative necessity of specific disclosures. 

Absence of the qualitative consideration of petitioner's 
questioning by the House of Representatives aggravates 
a serious problem, revealed in this case, in the relation- 
ship of congressional investigating committees and the 
witnesses who appear before them. Plainly these com- 
mittees are restricted to the missions delegated to them, 
i.e., to acquire certain data to be used by the House or 
the Senate in coping with a problem that falls within 
its legislative sphere. No witness can be compelled to 
make disclosures on matters outside thai area. This is a 
jurisdictional concept of pertinency drawn from the na- 
ture of a congressional committee’s source [***50] of 
authority. It is not wholly different from nor unrelated 
to the element of pertinency embodied in the criminal 
statute under which petitioner was prosecuted. When 
the definition of jurisdictional pertinency is as uncer- 
tain and wavenng as in the case of the Un-American 
Aciivines Committee, it becomes extremely difficult for 
the Committee to limit its inquiries to statutory perti- 
nency. 

Since World War II. the Congress has practically aban- 
doned its original practice of utilizing the coercive sanc- 
tion of contempt proceedings at the bar of the House. 
The sanction there imposed is imprisonment by the 
House until the recalcitrant witness agrees to testify or 
disclose the maners sought, provided that the incarcera- 
tion does [*207] not extend beyond adjournment. The 
Congress has instead invoked the aid of the federal ju- 
dicial system in protecting itself against contumacious 
conduct. It has become customary to refer these mat- 
ters to the United States Attorneys for prosecution under 
criminal law. 

The appropriate statute is found in 2 U.S.C. § 192. It 
provides: 

"Every person who having been summoned as a wit- 
ness by the authority of either House of Congress to 
give testimony [***5I] or to produce papers upon any 
matter under inquiry before either House, or any joint 
committee established by a joint or concurrent resolu- 
tion of the two Houses of Congress, or any committee 
of either House of Congress, willfully makes default, or 


who. having appeared, refuses to answer any question 
pertinent to the question under inquiry, shall be deemed 
guilty of a misdemeanor, punishable by a fine of not 
more than S 1,000 nor less than $ 100 and imprison- 
ment in a common jail for not less than one month nor 
more than twelve months." n45 

n45 This statute was passed in 1857 as a direct 
result of an incident which caused the Congress to 
feel that it needed more severe sanctions to compel 
disclosures than were available in the historical pro- 
cedure of summoning the recalcitrant witness before 
the bar of either House of Congress and ordering 
him held in custody until he agreed to testify. Such 
imprisonment is valid only so long as the House re- 
mains in session. See Anderson v. Dunn, 6 Wheat. 
204, 231; Eberling, Congressional Investigations, 
180-184. 

The immediate cause for adoption of the statute 
was an accusation by one J. W. Simonton, a news- 
paperman. that certain unnamed Congressmen were 
soliciting bribes on a matter pending before the leg- 
islature. Simonton was cited before the House of 
Representatives and refused to divulge the names of 
those implicated. In the course of that episode, the 
forerunner of 2 U.S.C. § 192 was passed in order ". 
. . to inflict a greater punishment than the commit- 
tee believe the House possesses the power to inflict. " 
Cong. Globe. 34th Cong., 3d Sess. 405. See also 
id., at 403-413, 426-433, 434-445. Thereafter, hav- 
ing been in custody more than two weeks, Simonton 
testified to the satisfaction of the committee and was 
discharged. 3 Hinds’ Precedents § 1669. 


[***52] 

[*208] In fulfillment of their obligation under this 
statute, the courts [**1190] must accord to the defen- 
dants every right which is guaranteed to defendants in 
all other criminal cases. Among these is the right to 
have available, through a sufficiently precise statute, in- 
formation revealing the standard of criminality before 
the commission of the alleged offense. n46 Applied to 
persons prosecuted under § 192. this raises a special 
problem in that the statute defines the crime as refusal 
to answer "any question pertinent to the question under 
inquiry " Part of the standard of criminality, therefore, 
is the pertinency of the questions propounded to the wit- 
ness. n47 

n46 United States v. Harnss, 347 U.S. 612; 

United Slates v. Cardiff, 344 U.S. 174; Winters v. 
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New York. 333 U.S. 507 ; Musser v. Utah. 333 U.S. 

95; Lanzetta v. New Jersey. 306 U.S. 451. 

a47 United States v. Orman, 207 F. 2d 148: 

Bowers v. United States, 202 F. 2d 447; United 

States v. Kamin. 135 F. Supp. 382. 136 F. Supp. 
791. 

[—53] 

The problem attains proportion when viewed from the 
standpoint of the witness who appears before a congres- 
sional committee. He must decide at the time the ques- 
tions are propounded whether or not to answer. As the 
Court said in Sinclair v. United States. 279 U.S. 263. 
the witness acts at his peril. He is ". . . bound rightly 
to construe the statute.* Id., at 299. An erroneous de- 
termination on his part, even if made in the utmost good 
faith, does not exculpate him if the court should later 
rule that the questions were pertinent to the question 
under inquiry. 

It is obvious that a person compelled to make this 
choice is entitled to have knowledge of the subject to 
[•209] which the interrogation is deemed pertinent. 
That knowledge must be available with the same degree 
of explicitness and clarity that the Due Process Clause 
requires in the expression of any element of a criminal 
offense. The "vice of vagueness" n48 must be avoided 
here as in all other crimes. There are several sources 
that can outline the "question under inquiry* in such a 
way that the rules against vagueness are satisfied. The 
authorizing resolution, the remarks of the chairman or 
members of [***54] the committee, or even the nature 
of the proceedings themselves, might sometimes make 
the topic clear. This case demonstrates, however, that 
these sources often leave the matter in grave doubt. 

n48 United States v. Josephson, 165 F. 2d 82. 88. 

The first possibility is that the authorizing resolution 
itself will so clearly declare the "question under inquiry ' 
that a witness can understand the pertinency of ques- 
tions asked him. The Government does not contend that 
the authorizing resolution of the Un-American Activities 
Committee could serve such a purpose. Its contusing 
breadth is amply illustrated by the innumerable and di- 
verse questions into which ihe Commmee has inquired 
under this charter since 1938. If the 'question under 
inquiry" were stated with such sweeping and uncertain 
scope, we doubt that u would withstand an attack on the 
ground of vagueness. 

That issue is not before us, however, in light of the 
Government's position that the immediate subject under 


inquiry before the Subcommittee interviewing [*••55] 
petitioner was only one aspect of the Committee's au- 
thority to investigate un-American activities. Distilling 
that single topic from the broad field is an extremely dif- 
ficult task upon the record before us. There was an open- 
ing [**1191] statement by the Committee Chair man at 
the outset of the [*210] bearing, but this gives us no 
guidance. In this statement, the Chairman did no more 
than paraphrase the authorizing resolution and give a 
very general sketch of the past efforts of the Committee. 
n49 

n49 'The committee will be in order. I should like 
to make an opening statement regarding our work 
here in the city of Chicago. The Congress of the 
United States, realizing that there are individuals and 
elements in this country whose aim it is to subvert our 
constitutional form of government, has established 
the House Committee on Un-American Activities. 
In establishing this committee, the Congress has di- 
rected that we must investigate and hold hearings, 
either by the full committee or by a subcommittee, 
to ascertain the extent and success of subversive ac- 
tivities directed against these United States. 

*On the basis of these investigations and hearings, 
the Committee on Un-American Activities repons 
its findings to the Congress and makes recommenda- 
tions from these investigations and hearings for new 
legislation. As a result of this committee’s inves- 
tigations and hearings, the Internal Security Act of 
1950 was enacted. 

"Over the past fifteen years this committee has 
been in existence, both as a special and permanent 
committee, it has made forty-seven recommenda- 
tions to the Congress to insure proper security against 
subversion. I am proud to be able to state that 
of these forty-seven recommendations, all but eight 
have been acted upon in one way or anoiher. Among 
these recommendations which the Congress has not 
acted upon are those which provide that witnesses ap- 
pearing before congressional committees be granted 
immunity from prosecunon on ihe information they 
furnish. 

"The committee has also recommended that evi- 
dence secured from confidential devices be admis- 
sible in cases involving the national security. The 
executive branch of Government has now also asked 
the Congress for such legislation. A study is now 
being made of various bills dealing with this matter. 

"The Congress has also referred to the House 
Commmee on Un-American Activities a bill which 
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would amend the National Security Act of 1950. 

This bill, if enacted into law, would provide that 
the Subversive Activities Control Board should, af- 
ter suitable bearings and procedures, be empow- 
ered to find if certain labor organizations are in fact 
Communist-controlled action groups. Following 
this action, such labor groups would not have avail- 
able the use of the National Labor Relations Board 
as they now have under the provisions of the Labor- 
Management Relations Act of 1947. 

"During the First session of this 83rd Congress, 
the House Un-American Activities Committee has 
held hearings in Los Angeles and San Francisco, 
California; Albany and New York City, New York; 
Philadelphia. Pennsylvania, and Columbus, Ohio. 

We are here in Chicago, Illinois, realizing that this is 
the center of the great midwestem area of the United 
States. 

"It cannot be said that subversive infiltration has 
had a greater nor a lesser success in infiltrating this 
important area. The hearings today are the culmina- 
tion of an investigation that has been conducted by 
the committee's competent staff and is a part of the 
committee's intention for holding hearings in various 
parts of the country. 

"The committee has found that by conducting its 
investigations and holding hearings in various pans 
of the country, it has been able to secure a fuller 
and more comprehensive picture of subversive ef- 
forts throughout our nation. Every witness who 
has been subpoenaed to appear before the commit- 
tee here in Chicago, as in all hearings conducted by 
this committee, are (sic) known to possess informa- 
tion which will assist the committee in performing 
its directed function to the Congress of the United 
States." (R. 43-44; Hearing, supra, note 2, Part 1, 
at 4165-4166.) 

(***56] 

(*21l] No aid is given as to the "question under in- 
quiry* in the action of the full Committee that authorized 
the creation of the Subcommittee before which petitioner 
appeared. The Committee adopted a formal resolution 
giving the Chairman the power to appoint subcommit- 
tees". . . for the purpose of performing any and all acts 

which the Committee as a whole is authorized 10 do." 
n50 In effect, this was a device to enable the 1**1192] 
investigations to proceed with a quorum of one or iwo 
members and 1*212] sheds no light on the relevancy of 
the questions asked of petitioner. n5I 


n50 The Committee convened in executive session 
on January 22, 1953, and adopted the following res- 
olution: 

"BE IT RESOLVED, that the Chairman shall have 
authority from time to time to appoint subcommittees 
composed of one or more members of the Committee 
on Un-American Activities for the purpose of per- 
forming any and all acts which the Committee as a 
whole is authorized to do." (R. 91.) 

n5 1 The original resolution authorizing subcom- 
mittees was amended on March 3, 1954. to require 
any subcommittee to consist of at least three mem- 
bers, two of whom could constitute a quorum. (R. 
92.) 

Petitioner appeared before a subcommittee com- 
posed at the outset of four members. After a recess 
in the course of his testimony, only two commit- 
teemen were present. It was during this latter phase 
of his testimony that petitioner refused to answer the 
questions involved in this case. 

[***57] 

The Government believes that the topic of inquiry 
before the Subcommittee concerned Communist infil- 
tration in labor. In his introductory remarks, the 
Chairman made reference to a bill, then pending be- 
fore the Committee. n52 which would have penalized 
labor unions controlled or dominated by persons who 
were, or had been, members of a "Communist-action" 
organization, as defined (*2131 in the Internal Security 
Act of 1950. The Subcommittee, it is contended, might 
have been endeavoring to determine the extent of such a 
problem. 

n52 The bill pending at the time of the Chairman's 
remarks. March 15. 1954, and when petitioner testi- 
fied a month later was H.R. 7487, 100 Cong. Rec. 
763. No action was ever taken on this proposal. 
Introduced by Representative Velde, it would have 
withdrawn the rights, privileges and benefits under 
the National Labor Relations Act of any labor orga- 
nization which was substantially directed, dominated 
or controlled bv persons who were or ever had been 
members of a "Communist-action organization," as 
that phrase is used in the Internal Security Act. 

On July 6, 1954. after extensive hearings, the 
Senate Judiciary Committee reported favorably on 
S. 3706. a bill drafted by that committee to 
amend the Internal Security Act. Two days later. 
Representative Velde introduced H.R. 9838, which 
was identical to S. 3706. These bills eventually be- 
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came law. 68 Stai. 775. The Act created the con- 
cept of a 'Communist infiltrated organization,’ and 
pan of its provisions declared that a labor union that 
came within that definition should be barred from 
the rights, privileges and benefits of the National 
Labor Relations Act. The same sanctions were ap- 
plied to a labor group that was a ’Communist -action" 
or "Communist-front organization’ under the origi- 
nal Internal Security Act. 

(***58) 

This view is corroborated somewhat by the wit- 
nesses who preceded and followed petitioner before the 
Subcommittee. Looking at the entire hearings, however, 
there is strong reason to doubt that the subject revolved 
about labor matters. The published transcript is entitled: 
Investigation of Communist Activities in the Chicago 
Area, and six. of the nine witnesses had no connection 
with labor at all. n53 

n53 The first four witnesses testified principally 
about the Communist Party activities of an employee 
of the National Cancer Institute of the United States 
Public Health Service. A Chicago attorney related to 
the Subcommittee his experiences with Communist 
youth organizations during his college days. The 
sixth witness told of her work as a district organizer 
for the Communist Party in Montana. Wyoming. 
Idaho and the Dakotas dunng the 1930’s. 


The most serious doubts as to the Subcommittee's 
"question under inquiry," however, stem from the pre- 
cise questions that petitioner has been charged with re- 
fusing to answer. (***59) Under the terms of the 
statuie, after all, it is these which must be proved per- 
tinent. Petitioner is charged with refusing to tell the 
Subcommittee whether or noi he knew that certain named 
persons had been members of the Communist Party in the 
past. The Subcommittee’s counsel read the list from the 
testimony of a (**1 193) previous witness who had iden- 
tified them as Communists. Although this former wit- 
ness was identified with labor, he had not stated that the 
persons he named were involved in union affairs. Of the 
thirty names propounded to petitioner, seven were com- 
pletely unconnected with organized labor. One operated 
a beauty parlor. Another was a watchmaker. Several 
were identified as “just citizens" or "only Communists." 
When (*214) almost a quarter of the persons on the list 
are not labor people, the inference becomes strong that 
the subject before the Subcommittee was not defined in 
terms of Communism in labor. 


The final source of evidence as to the ’question un- 
der inquiry’ is the Chairman’s response when peti- 
tioner objected to the questions on the grounds of lack 
of pertinency. The Chairman then announced that the 
Subcommittee was investigating "subversion and sub- 
versive [• * *60] propaganda." n54 This is a subject at 
least as broad and indefinite as the authorizing resolution 
of the Committee, if not more so. 

n54 ’This committee is set up by the House of 
Representatives to investigate subversion and sub- 
versive propaganda and to report to the House of 
Representatives for the purpose of remedial legisla- 
tion. 

'The House of Representatives has by a very clear 
majority, a very large majority, directed us to engage 
in that type of work, and so we do. as a committee 
of the House of Representatives, have the authority, 
the jurisdiction, to ask you concerning your activi- 
ties in the Communist Parry, concerning your knowl- 
edge of any other persons who are members of the 
Communist Party or who have been members of the 
Communist Party, and so, Mr. Waikins, you are di- 
rected to answer the question propounded to you by 
counsel.' (R. 86; Hearings, supra, note 2, Pan 3, at 
4275-4276.) 

Having exhausted the several possible indicia of the 
’question under inquiry,' we remain unenlightened as 
to the subject [* * *6 1 ] to which the questions asked pe- 
titioner were pertinent. Certainly, if the point is that 
obscure after trial and appeal, it was not adequately re- 
vealed to petitioner when he had to decide at his peril 
whether or not to answer. Fundamental fairness demands 
that no witness be compelled to make such a determina- 
tion with so little guidance. Unless the subject matter 
has been made to appear with undisputable clartty. it is 
the duty of the investigative body, upon objection of the 
witness on grounds of pertinency, to state for the record 
the subject (*215) under inquiry at that time and the 
manner in which the propounded questions are pertinent 
thereto. n55 To be meaninetul, the explanation must de- 
scribe what the topic under inquiry is and the connective 
reasoning whereby the precise questions asked relate to 

it. 

n55 Cf. United States v. Kamm , 136 F. Supp. 
791. SOO. 

The statement of the Committee Chairman in this case, 
in response to petitioner’s protest, was woefully made- 
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quate to convey sufficient information [***62] as to the 
pertinency of the questions to the subject under inquiry. 
Petitioner was thus not accorded a fair opportunity to 
determine whether he was within his rights in refusing 
to answer, and his conviction is necessarily invalid under 
the Due Process Clause of the Fifth Amendment. 

We are mindful of the complexities of modem gov- 
ernment and the ample scope that must be left to the 
Congress as the sole constitutional depository of legisla- 
tive power. Equally mindful are we of the indispensable 
function, in the exercise of that power, of congressional 
investigations. The conclusions we have reached in this 
case will not prevent the Congress, through its commit- 
tees, from obtaining any information it needs for the 
proper fulfillment of its role in our scheme of govern- 
ment. The legislature is free to determine the kinds of 
data that should be collected. It is only those investiga- 
tions that are conducted by use of compulsory [**1194] 
process that give rise to a need to protect the rights of 
individuals against illegal encroachment. That protec- 
tion can be readily achieved through procedures which 
prevent the separation of power from responsibility and 
which provide the constitutional requisites [***63] of 
fairness for witnesses. A measure of added care on the 
part of the House and the Senate in authorizing the use 
of compulsory process and by their committees in exer- 
cising that power would suffice. 

[*216] That is a small price to pay if it serves to up- 
hold the principles of limited, constitutional government 
without constricting the power of the Congress to inform 
itself. 

The judgment of the Court of Appeals is reversed, and 
the case is remanded to the District Court with instruc- 
tions to dismiss the indictment. 

It is so ordered. 

MR. JUSTICE BURTON and MR. JUSTICE 
WHITTAKER took no part in the consideration or deci- 
sion of this case. 

CONCURBY: FRANKFURTER 

CONCUR: MR. JUSTICE FRANKFURTER, concur- 
ring. 

I deem it important to state what 1 understand to be 
the Court's holding. Agreeing with its holding. 1 join 
its opinion. 

The power of the Congress to punish for coniempt of 
its authority is. as the Court points out. rooted in his- 
tory. It has been acknowledged by this Court since 1821. 
Anderson v. Dunn, 6 Wheat. 204. Until 1857. Congress 


was content to punish for coniempt through its own pro- 
cess. By the Act of January 24, 1857, 1 1 Stat. 155, as 
amended by the Act of January [***64] 24, 1862, 12 
Stat. 333, Congress provided that, "in addition to the 
pains and penalties now existing* (referring of course 
to the power of Congress itself to punish for contempt), 
"contumacy in a witness called to testify in a matter 
properly under consideration by either House, and de- 
liberately refusing to answer questions pertinent thereto, 
shall be a misdemeanor against the United States." In re 
Chapman, 166 U.S. 661, 672. This legislation is now 2 
U.S.C. § 192. By thus making the federal judiciary the 
affirmative agency for enforcing the authority that un- 
derlies the congressional power to punish for contempt. 
Congress necessarily brings into play the specific pro- 
visions of the Constitution relating to the prosecution 
of offenses and those implied restrictions under which 
courts function. 

[*217] To turn to the immediate problem before us, 
the scope of inquiry that a committee is authorized to 
pursue must be defined with sufficiently unambiguous 
clarity to safeguard a witness from the hazards of vague- 
ness in the enforcement of the criminal process against 
which the Due Process Clause protects. The questions 
must be pul with relevance and definiteness sufficient to 
enable [***65] the witness to know whether his refusal 
to answer may lead to conviction for criminal contempt 
and to enable both the trial and the appellate courts read- 
ily to determine whether the particular circumstances 
justify a finding of guilt. 

While implied authority for the questioning by the 
Committee, sweeping as was its inquiry, may be 
squeezed out of the repeated acquiescence by Congress 
in the Committee's inquiries, the basis for determining 
petitioner’s guilt is not thereby laid. Prosecution for 
coniempt of Congress presupposes an adequate opportu- 
nity for the defendant to have awareness of the pertinency 
of the information that he has denied to Congress. And 
•the basis of such awareness must be contemporaneous 
with the witness' refusal to answer and not at the trial 
for it. Accordingly, the actual scope of the inquiry that 
the Committee was authorized to conduct and the rel- 
evance [**1195] of the questions to that inquiry must 
be shown to have been luminous at the time when asked 
and not left, at best, in cloudiness. The circumstances 
of this case were wanting in these essentials. 

D1SSENTBY: CLARK 

DISSENT: MR. JUSTICE CLARK, dissenting. 

As 1 see it the chief fault in the majority opinion is its 
mischievous [***66] curbing of the informing function 
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of the Congress. While I am not versed in its proce- 
dures. my experience in the Executive Branch of the 
Government leads me to believe that the requirements 
laid down in the opinion for the operation of the com- 
mittee system of 1*2181 inquiry are both unnecessary 
and unworkable. It is my purpose to first discuss this 
phase of the opinion and then record my views on the 
merits of Watkins’ case. 

I. 

It may be that at times the House Committee on Un- 
American Activities has. as the Court says, "conceived 
of its task in the grand view of its name." And, perhaps, 
as the Court indicates, the rules of conduct placed upon 
the Committee by the House admit of individual abuse 
and unfairness. But that is none of our affair. So long 
as the object of a legislative inquiry is legitimate and 
the questions propounded are pertinent thereto, it is not 
for the courts to interfere with the committee system of 
inquiry. To hold otherwise would be an infringement on 
the power given the Congress to inform itself, and thus 
a trespass upon the fundamental American principle of 
separation of powers. The majority has substituted the 
judiciary as the grand inquisitor (***67] and supervisor 
of congressional investigations. It has never been so. 

II. 

Legislative committees to inquire into facts or condi- 
tions for assurance of the public welfare or to determine 
the need for legislative action have grown in importance 
with the complexity of government. The investigation 
that gave rise to this prosecution is of the latter type. 
Since many matters requiring statutory action lie in the 
domain of the specialist or are unknown without testi- 
mony from informed witnesses, the need for information 
has brought about legislative inquiries that have used the 
compulsion of the subpoena to lay bare needed facts and 
a statute. 2 U.S.C. § 192 here involved, to punish re- 
calcitrant witnesses. The propriety of investigations has 
long been recognized and rarely curbed by the courts, 
though [*2191 constitutional limitations on the investi- 
gatory powers are admitted, nl The use of legislative 
committees to secure information follows ihe example of 
the people from whom our legislative system ts derived. 
The British method has variations from that of the United 
States but fundamentally serves the same purpose - (he 
enlightenment of Parliament for the better performance 
[***681 of its dunes. There are standing committees to 
cany on the routine work, royal commissions to grapple 
with important social or economic problems, and special 
tribunals of inquiry for some alleged offense in govern- 
ment. n2 Our Congress has since its beginning used the 
committee system to inform itself. It has been estimated 
that over 600 investigations have been conducted since 


the First Congress. They are "a necessary and appropri- 
ate [**1196] attribute of the power to legislate . . . .“ 
McGrain v. Daugherty, 273 U.S. 135, 175 (1927). 

nl United States v. Rumely, 345 U.S. 41 (1953); 
Sinclair v. United States. 279 U.S. 263 (1929); 
Reed v. County Commissioners , 277 U.S. 376 
(1928); McGrain v. Daugherty, 273 U.S. 135 
(1927); Landis. Constitutional Limitations on the 
Congressional Power of Investigation, 40 Harv. L. 
Rev. 153 (1926). 

n2 Symposium on Congressional Investigations, 
18 U. of Chi. L. Rev. 421, Finer, The British 
System. 521. 532, 554. 561 (1951). 

The Court indicates [***691 that in this case the source 
of the trouble lies in the "tremendous latitude* given 
the Un-American Activities Committee in the Legislative 
Reorganization Act. n3 It finds that the Committee "ts 
[*220] allowed, in essence, to define its own authority, 
(andj to choose the direction and focus of its activities. " 
This, of course, is largely true of all committees within 
their respective spheres. And. while it is necessary that 
the "charter. " as the opinion calls the enabling resolu- 
tion. "spell out [its] jurisdiction and purpose. " that must 
necessarily be in more or less general terms. An exam- 
ination of the enabling resolutions of other committees 
reveals the extent to which this is true. 

n3 The Committee originated in 1938 under H. 
Res. 282, 75th Cong.. 3d Sess., 83 Cong. Rec. 
7568, and was patterned after a resolution of 1934 
authoriztne the investigation of Nazi propaganda. 
H Res. 198. 73d Cong.. 2d Sess.. 78 Coog. Rec. 
4934. The resolution read much the same as the 
present authority of the Committee which is quoted 
below By a succession of House Resolutions (H. 
Res. 26. 76th Cong.. 1st Sess.. 84 Cong. Rec. 
1098; H. Res. 321. 76th Cong.. 3d Sess., 86 
Cong. Rcc. 572; H Res. 90. 77th Cong., 1st 
Sess.. 87 Cong. Rec. 886; H. Res. 420, 77th 
Cong.. 2d Sess., 88 Cong. Rec. 2282; H. Res. 
65. 78th Cong.. 1st Sess.. 89 Cong. Rec. 795) 
the Committee continued in existence until in 1945, 
by amendment of the House Rules, it was made a 
standing committee. 91 Cong. Rec. 10. 15. The 
Legislative Reorganization Act of 1946 retained it as 
one of the standing committees and provided: 

"All proposed legislation, messages, petitions, 
memorials, and other matters relating to the subjects 
listed under the standing committees named below 
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shall be referred to such committees, respectively: . 

"(q) ... (2) The Committee on Un-American 
Activities, as a whole or by subcommittee, is au- 
thorized to make from time to time investigations of 
(i) the extent, character, and objects of un-American 
propaganda activities in the United States, (ii) the 
diffusion within the United States of subversive and 
un-American propaganda that is instigated from for- 
eign countries or of a domestic origin and attacks the 
principle of the form of government as guaranteed 
by our Constitution, and (iii) all other questions in 
relation thereto that would aid Congress in any nec- 
essary remedial legislation." 60 Stat. 823, 828. 

The Committee is authorized to sit and act at 
any time, anywhere in the United States and to 
require the attendance of witnesses and the pro- 
duction of books and papers. A resolution of the 
Eighty-third Congress adopted the Rules of the pre- 
vious Congresses as amended by the Legislative 
Reorganization Act of 1946. H. Res. 5, 83d Cong., 
1st Sess., 99 Cong. Rec. 15, 16, 18. 24. 

[***70] 

Permanent or standing committees of both Houses 
have been given power in exceedingly broad terms. 
For example, the Committees on the Armed Services 
have jurisdiction over "Common defense generally"; n4 
the Committees on Interstate and Foreign Commerce 
have [*221] jurisdiction over "Interstate and for- 
eign commerce generally"; n5 and the Committees on 
Appropriation have jurisdiction over "Appropriation of 
the revenue for the support of the Government." n6 
Perhaps even more important for purposes of compari- 
son are the broad authorizations given to select or spe- 
cial committees established by the Congress from time 
to time. Such committees have been "authorized and 
directed" to make full and complete studies "of whether 
organized crime uiilizes the facilities of interstate com- 
merce or otherwise operates in interstate commerce"; n7 
"of. . . [**1197] all lobbying activities intended to 
influence, encourage, promote, or retard legislation"; 
n8 "to determine the extent to which current [*222] lit- 
erature . . . containing immoral, [or] obscene . . 

. matter, or placing improper emphasis on crime . . 

. are being made available to the people of the United 
States . . n9 [***71] and "of the extent to which 
criminal or other improper practices . . . are, or have 
been, engaged in in the field of labor-management re- 
lations ... to the detriment of the interests of the 
public . . . . " nlO (Emphasis added in each exam- 
ple.) Surely these authorizations permit the committees 


even more "tremendous latitude" than the "charter" of 
the Un-American Activities Committee. Yet no one has 
suggested that the powers granted were too broad. To 
restrain and limit the breadth of investigative power of 
this Committee necessitates the similar handling of all 
other committees. The resulting restraint imposed on the 
committee system appears to cripple the system beyond 
workability. 

n4 60 Slat. 815, 824. 

n5 60 Stat. 817, 826. 

n6 60 Stat. 815, 824. 

n7 S. Res. 202, 81st Cong., 2d Sess., in pertinent 
pan provides: 

"authorized and directed to make a full and com- 
plete siudv and investigation of whether organized 
crime utilizes the facilities of interstate commerce or 
otherwise operates in interstate commerce in further- 
ance of any transactions which are in violation of the 
law of the United States or of the State in which the 
transactions occur, and, if so, the manner and ex- 
tent to which, and the identity of the persons, firms, 
or corporations by which such utilization is being 
made, what facilities are being used, and whether or 
not organized crime utilizes such interstate facilities 
or otherwise operates in interstate commerce for the 
development of corrupting influences in violation of 
law of the United States or of the laws of any State: 
Provided, however. That nothing contained herein 
shall authorize ( 1 ) the recommendation of any change 
in the laws of the several States relative to gambling, 
or (2) any possible interference with the rights of the 
several States to prohibit, legalize, or in any way 
regulate gambling within their borders." 

[***72] 

n8H.Res. 298, 81st Cong., 1st Sess., in pertinent 
part provides: 

"authorized and directed to conduct a study and 
investigation of (1) all lobbying activities intended 
to influence, encourage, promote, or retard legisla- 
tion; and (2) all activities of agencies of the Federal 
Government intended to influence, encourage, pro- 
mote, or retard legislation." 

n9 H. Res. 596. 82d Cong., 2d Sess., in pertinent 
part provides: 

"authorized and directed to conduct a full and com- 
plete investigation and study (1) to determine the ex- 
tent to which current literature — books, magazines, 
and comic books -- containing immoral, obscene, or 
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otherwise offense matter, or placing improper em- 
phasis on crime, violence, and corruption, are being 
made available to the people of the United States 
through the United States mails and otherwise; and 
(2) to determine the adequacy of existing law to pre- 
vent the publication and distribution of books con- 
taining immoral, offensive, and other undesirable 
matter. " 

nlOS. Res. 74, 85th Cong.. IstSess., in pertinent 
pan provides; 

"authorized and directed to conduct an investiga- 
tion and study of the extent to which criminal or 
other improper practices or activities are. or have 
been, engaged in in the field of labor-management 
relations or in groups or organizations of employees 
or employers to the detriment of the interests of the 
public, employers or employees, and to determine 
whether any changes are required in the laws of the 
United States in order to protect such interests against 
the occurrence of such practices or activities." 

[***73] 

The Court finds fault with the use made of compul- 
sory process, power for the use of which is granted the 
Committee [*223] in the Reorganization Act. While the 
Court finds that the Congress is free "to determine the 
kinds of data’ it wishes its committees to collect, this 
has led. the Court says, to an encroachment on individ- 
ual rights through the abuse of process. To my mind this 
indicates a lack of understanding of the problems facing 
such committees. I am sure that the committees would 
welcome voluntary disclosure. It would simplify and 
relieve their burden considerably if the parties involved 
in investigations would come forward wiih a frank will- 
ingness to cooperate. But evervdav experience shows 
this just does not happen. One needs only to read the 
newspapers to know that the Congress could gather little 
"data" unless its committees had. unfettered, the power 
of subpoena. In [**1I98J fact. Watkins himself could 
not be found for appearance at the firsi hearing and u 
was only bv subpoena ihat he attended the second. The 
Court generalizes on this crucial problem saying 'added 
care on the part of the House and ihe Senate in authoriz- 
ing the use of compulsory process and hv their [***74] 
committees in exercising lhai power would sutllce." It 
does not say how this "added care’ could be applied 
in practice: however, there are many implications since 
ihe opinion warns that 'procedures which prevent the 
separation of power from responsibility" would be nec- 
essary along with 'constitutional requisites of fairness 
for witnesses.’ The 'power' and 'responsibility' for 
the investigations are. of course, in the House where the 


proceeding is initiated. But the investigating job itself 
can only be done through the use of committees. They 
must have the "power" to force compliance with their 
requirements. If the rule requires that this power be re- 
tained in the full House then investigations will be so 
cumbrous that their conduct will be a practical impossi- 
bility. As to 'fairness for witnesses" there is nothing in 
the record showing any abuse of Watkins. If anything, 
the Committee was abused by his recalcitrance. 

[•224] While ambiguity prevents exactness (and there 
is "vice m vagueness* the majority reminds), the sweep 
of the opinion seems to be that "preliminary control" 
of the Committee must be exercised. The Court says a 
witness’ protected freedoms cannot "be placed [***75] 
in danger in the absence of a clear determination by the 
House or the Senate that a particular inquiry is justi- 
fied by a specific legislative need." Frankly 1 do oot 
see how any such procedure as "preliminary control" 
can be effected in either House of the Congress. What 
will be controlled preliminarily? The plans of the in- 
vestigation. the necessity of calling certain witnesses, 
the questions to be asked, the details of subpoenas duces 
tecum, etc.? As it is now. Congress is hard pressed to 
find sufficient lime to fully debate and adopt ail needed 
legislation. The Court asserts that "the Congress has 
practically abandoned its original practice of utilizing 
the coercive sanction of contempt proceedings at the bar 
of the House.' This was to be expected. It may be that 
back in the twenties and thirties Congress could spare 
the time to conduct contempt hearings, but that appears 
impossible now. The Court places a greater burden in 
the conduct of contempt cases before the courts than it 
does before "the bar of the House." it cites wuh ap- 
proval cases of contempt tried before a House of the 
Congress where no more safeguards were present than 
we find here. In comcmpt prosecutions [■*•76] before 
a court, however, the majority places an investigative 
hearing on a par wuh a criminal trial, requiring that 
"knowledge of the subject to which the interrogation is 
deemed pemneni . . must be available (to the wit- 
ness! with the same decree of explicitness and clarity 
that ihe Due Process Clause requires in the expression 
of any element of a criminal offense. " I know of no such 
claim ever being made before. Such a requirement has 
never been thought applicable to investigations and is 
wholly out of place w hen related to the informing func- 
uon[*225] of the Congress. See Frank funer. Hands Off 
The Investigations. 38 New Republic. May 21, 1924, 
p. 32^.65 Cone. Rec. 9080-9082 The Congress does 
noi have the facts at the time of the investigation for it 
is ihe facts that are being sought. In a criminal trial the 
investigation has been completed and all of the facts are 
at hand The informing function of the Congress is in ef- 
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feet "a study by the government of circumstances which 
seem to call for study in the public interest.' See Black. 
Inside a Senate Investigation, 172 Harper’s Magazine, 
Feb. 1936, pp. 275, 278. In the conduct of such a 
proceeding it is impossible [***77] to be as explicit 
and exact as in a criminal prosecution. If the Court is 
saying that its new rule does not apply to contempt cases 
tried before [**1199] the bar of the House affected, it 
may well lead to trial of all contempt cases before the 
bar of the whole House in order to avoid the restrictions 
of the rule. But this will not promote the result desired 
by the majority. Summary treatment, at best, could be 
provided before the whole House because of the time 
factor, and such treatment would necessarily deprive the 
witness of many of the safeguards in the present proce- 
dures. On review here the majority might then find fault 
with that procedure. 

111 . 

Coming to the merits of Watkins’ case, the Court re- 
verses the judgment because: (l) The subject matter 
of the inquiry was not 'made to appear with undis- 
putable clarity" either through its "charter" or by the 
Chairman at the time of the hearing and, therefore. 
Watkins was deprived of a clear understanding of "the 
manner in which the propounded questions (were) per- 
tinent thereto"; and (2) the present committee system of 
inquiry of the House, as practiced by the Un-American 
Activities Committee, does not provide adequate safe- 
guards for the [***78] protection [*226] of the con- 
stitutional right of free speech. 1 subscribe to neither 
conclusion. 

Watkins had been an active leader in the labor move- 
ment for many years and had been identified by two pre- 
vious witnesses at the Committee’s hearing in Chicago 
as a member of the Communist Party. There can be 
no question that he was fully informed of the subject 
matter of the inquiry. His testimony reveals a com- 
plete knowledge and understanding of the hearings at 
Chicago. There the Chairman had announced that the 
Committee had been direcied "to ascertain the extent 
and success of subversive activities direcied against these 
United Stales (and) On the basis of these investigations 
and hearings . . . [repon| its findings to the Congress 
and (make) recommendations . . . for new legislation. '' 
He pointed to the various laws that had been enacted as 
a result of Committee recommendations. He stated that 
“The Congress has also referred to the House Committee 
on Un-Amencan Activities a bill which would amend 
the National Security Act of 1950" which, if made law. 
would restrict the availability of the Labor Act to unions 
not "in fact Communist-controlled action groups." The 
Chairman went [***79] on to sav that "It cannot be said 


that subversive infiltration has had a greater nor a lesser 
success in infiltrating this important area. The hearings 
today are the culmination of an investigation .... 
Every witness who has been subpoenaed to appear be- 
fore the committee here in Chicago . . . [is] known to 
possess information which will assist the Committee in 
performing its directed function to the Congress of the 
United States." 

A subpoena had issued for Watkins to appear at 
the Chicago hearings but he was not served. After 
Watkins was served the hearing in question was held 
in Washington, D.C. Reference at this hearing was made 
to the one conducted in Chicago. Watkins came be- 
fore the [*227] Committee with a carefully prepared 
statement. He denied certain testimony of the previous 
witnesses and declared that he had never been a "card- 
canying member" of the Party. He admitted that for the 
period 1942-1947 he "cooperated with the Communist 
Party . . . participated in Communist activities . . 
. made contributions . . . attended caucuses at [his 
union s) convention at which Communist Party officials 
were present . . . (and) freely cooperated with the 
Communist Party . [***80] ..." This indicated that 
for a five-year period he. a union official, was cooper- 
ating closely with the Communist Party even permitting 
its officials to attend union caucuses. For the last two 
years of this liaison the Party had publicly thrown off its 
cloak of a political party. It was a reconstituted, militant 
group known to be dedicated to [**1200] the overthrow 
of our Government by force and violence. In this set- 
ting the Committee attempted to have Watkins identify 
30 persons, most of whom were connected with labor 
unions in some way. While one "operated a beauty par- 
lor" and another was "a watchmaker," they may well 
have been "drops" or other functionaries in the program 
of cooperation between the union and the Party. It is a 
non sequitur for the Court to say that since "almost a 
quarter of the persons on ihe list are not labor people, 
the inference becomes strong that the subject before the 
Subcommittee was not defined in terms of Communism 
in labor." I submit that the opposite is true. 

IV. 

I think the Committee here was acting entirely within 
its scope and that the purpose of its inquiry was set out 
with "undisputable clarity." In the first place, the autho- 
rizing language [***81] of the Reorganization Act nil 
must be read as a whole, not dissected. It authorized 
investigation [*228] into subversive activity, its extent, 
character, objects, and diffusion. While the language 
might have been more explicit than using such words as 
"un-American." or phrases like "principle of the form 
of government." still these are fairly well understood 
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terras. We must construe them to give them meaning 
if we can. Our cases indicate that rather than finding 
fault with the use of words or phrases, we arc bound to 
presume that the action of the legislative body in grant- 
ing authority to the Committee was with a legitimate 
object ‘if (the action] is capable of being so construed." 
(Emphasis added.) People ex ret. McDonald v. Keeler, 
99 N.Y. 463, 487, 2 N.E. 615, 627-628 (1885), as 
quoted and approved in McGrain v. Daugherty, supra, 
at 178. Before we can deny the authority "it must be 
obvious that" the Committee has "exceeded the bounds 
of legislative power." Tenney v. Brandhove. 341 U.S. 
367. 378 (1951). The fact that the Committee has often 
been attacked has caused close scrutiny of its acts by the 
House as a whole and the House has repeatedly [***82] 
given the Committee its approval. "Power" and "re- 
sponsibility" have not been separated. But the record 
in this case does not stop here. It shows that at the 
hearings involving Watkins, the Chairman made state- 
ments explaining the functions of the Committee, n 1 2 
And. furthermore. Watkins' action at the hearing 1*229] 
clearly reveals that he was well acquainted with the pur- 
pose of the hearing. It was to investigate Communist 
infiltration into his union. This certainly falls within 
the grant of authority from the Reorganization Act and 
the House has had ample opportunity to limit the in- 
vestigative scope of the Committee if it feels that the 
Committee has exceeded its legitimate bounds. 

nl 1 See note 3. supra. 

nl2 See supra, at p. 226. See also the statement 
by Congressman Vfelde. Chairman of the Committee 
on Un-American Activities. April 29. 1954. at 
Washington. D.C., where Mr. Velde stated, inter 
alia: "This committee is set up by the House of 
Representatives to investigate subversion and sub- 
versive propaganda and to report to the House of 
Represematives for the purpose of remedial legisla- 
tion. 

"The House of Representatives has by a very clear 
majority, a very large majority, directed us to engage 
in that type of work, and so we do. as a committee 
of the House of Represematives. have the authority, 
the jurisdiction, to ask you concerning vour activi- 
ties in the Communist Party, concerning your knowl- 
edge ot any other persons who are members of the 
Communist Parry or who have been members of the 
Communist Party, and so. Mr. Watkins, you are di- 
rected to answer the question propounded to you by 
counsel." 

[— 83 ] 


The Court makes much of petitioner’s claim of "ex- 
posure for exposure' s sake" and stakes at the purposes 
of the Committee through this catch phrase. But we are 
bound to accept as the purpose of the Committee that 
stated in the Reorganization Act together with the state- 
ments [**1201] of the Chairman at the bearings involved 
here. Nothing was said of exposure. The statements of a 
single Congressman cannot transform the real purpose of 
the Committee into something not authorized by the par- 
ent resolution. See United States v. Rumely 345 U.S. 
41 (1953); Sinclair v. United States. 279 U.S. 263, 
290, 295 (1929). The Court indicates that the ques- 
tions propounded were asked for exposure's sake and 
had no pertinency to the inquiry. It appears to me that 
they were entirely pertinent to the announced purpose of 
the Committee's inquiry. Undoubtedly Congress has the 
power to inquire into the subjects of communism and the 
Communist Party. American Communications Assn. v. 
Douds, 339 U.S. 382 (1950). As a corollary of the con- 
gressional power to inquire into such subject matter, the 
Congress, through its committees, can legitimately seek 
to identify individual members of ihe [—84] Parry. 
Bar sky v. United Stales, 83 U.S. App. D C. 127, 167 
F. 2d 241 (1948), cert, denied. 334 U.S. 843. See also 
Larson v. United States. 85 U.S. App. D C. 167, 170- 
171. 176 F. 2d 49. 52-53 (1949), [-230] cert, denied. 
339 U.S. 934; United States v. Josephson. 165 F. 2d 82. 
90-92 (1947), cert, denied. 333 U.S. 838. 

The pertinency of the questions is highlighted by the 
need for the Congress to know the extent of infihraiion 
of communism in labor unions. This technique of infil- 
tration was that used in bnngtng the downfall of coun- 
tries formerly free but now still remaining behind the 
Iron Curtain. The Douds case illustrates that the Party 
is not an ordinary political party and has noi been at 
least since 1945. Association with its officials is not an 
ordinary association. Nor does it matter that the ques- 
tions related to the past. Influences of past associations 
often linger on as was clearly shown in the instance of 
the witness Matusow and others. The techniques used in 
the infiltration which admittedly existed here might well 
be used again in the future. If the parties about whom 
Watkins was interrogated were Communists and collab- 
orated with [***85] him. as a prior witness indicated, 
an entirely new area of investigation might have been 
opened up. Watkins' silence prevented the Committee 
from learning this information which could have been 
vital to us future investigation. The Committee was 
likewise entitled to elicit testimony showing the truth or 
falsity of the prior testimony of the witnesses who had 
involved Watkms and the union with collaboration with 
the Party. If the testimony was untrue a false picture of 
the relationship between the union and the Party lead- 
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ers would have resulted. For these reasons there were 
ample indications of the pertinency of the questions. 

V. 

The Court condemns the long-established and long- 
recognized committee system of inquiry of the House 
because it raises serious questions concerning the pro- 
tection it affords to constitutional rights. It concludes 
that compelling [*231] a witness to reveal his "be- 
liefs, expressions or associations" impinges upon First 
Amendment rights. The system of inquiry, it says, must 
"insure that the Congress does not unjustifiably encroach 
upon an individual's right to privacy nor abridge his lib- 
erty of speech, press, religion or assembly." In effect 
the [***86] Court honors Watkins' claim of a "right 
to silence" which brings all inquiries, as we know, to 
a "dead end." I do not see how any First Amendment 
rights were endangered here. There is nothing in the 
First Amendment that provides the guarantees Watkins 
claims. That Amendment was designed to prevent at- 
tempts by law to curtail freedom of speech. Whitnev 
v. California. 274 U.S. 357. 375 (1927). It forbids 
Congress from making any law [**1202] "abridging 
the freedom of speech, or of the press." It guarantees 
Watkins’ right to join any organization and make any 
speech that does not have an intent to incite to crime. 
Dennis v. United Stales. 341 U.S. 494 (1951). But 
Watkins was asked whether he knew named individuals 
and whether they were Communists. He refused to an- 
swer on the ground that his rights were being abridged. 
What he was actually seeking to do was to protect his 
former associates, not himself, from embarrassment. He 
had already admitted his own involvement. He sought 
to vindicate the rights, if any, of his associates. It is 
settled that one cannot invoke the constitutional rights 
of another. Tileston v. Ullman, 31 S U.S. 44. 46 (1943). 

As already indicated, [***87] even if Watkins' asso- 
ciates were on the stand they could not decline to dis- 
close their Communist connections on First Amendment 
grounds. While there may be no restraint by the 
Government of one’s beliefs, the right of free belief 
has never been extended to include the withholding of 
knowledge of past events or transactions. There is no 
general privilege of silence. The First Amendment does 
not make speech or silence permissible to a person in 
such measure as he [*232] chooses. Watkins has here 
exercised his own choice as to when he talks, what ques- 
tions he answers, and when he remains silent. A witness 
is not given such a choice by the Amendmem. Remote 
and indirect disadvantages such as "public stigma, scom 
and obloquy" may be related to the First Amendment, 
but they are not enough to block investigation. The 
Congress has recognized this since 1862 when it first 


adopted the contempt section, R.S. § 103, as amended, 2 
U.S.C. § 193 , declaring that no witness before a congres- 
sional committee may refuse to testify "upon the ground 
that his testimony to such fact or his production of such 
paper may tend to disgrace him or otherwise render him 
infamous." See also McCrain [***88] v. Daugherty, 
supra , at 179-180: United States v. Josephson, 165 F. 
2d 82. 89 (1947). cen. denied, 333 U.S. 838. See also 
Report on Congressional Investigations, Assn, of the 
Bar of the City of New York, 3-4 (1948). 

We do not have in this case unauthorized, arbitrary, or 
unreasonable inquiries and disclosures with respect to a 
witness' personal and private affairs so ably and prop- 
erly denounced in the Sinclair case, supra, at 291-292. 
This inquiry is far different from the cases relied upon 
by the Court. There is no analogy to the case of Richard 
Thompson nl3 involving the sermons of clergymen. It 
is not Floyd’s n!4 case involving criticism of the royal 
family. There is no resemblance to John Wilkes' strug- 
gle for a seat in Parliament. It is not Briggs nl5 where 
the prosecutor sought to develop the national origin of 
policemen. It is not Kilboum nl6 involving a private 
real estate pool. 

[*233] Nor is it Quinn, nl7 Emspak, nl8 or Bart, nl9 
involving the Fifth Amendment. It is not Rumely n20 
involving the interpretation of a lobbying statute. Nor 
is this "a new [**1203] kind of congressional inquiry 
unknown in prior periods of American [***89] history 
. . . [i.e.] a broad scale intrusion into the lives and 
affairs of private citizens." As I see it only the setting is 
different. It involves new faces and new issues brought 
about by new situations which the Congress feels it is 
necessary to control in the public interest. The difficul- 
ties of getting information are identical if not greater. 
Like authority to that always used by the Congress is 
employed here and in the same manner so far as con- 
gressional procedures are concerned. We should afford 
to Congress the presumption that it lakes every precau- 
tion possible to avoid unnecessary damage to reputa- 
tions. Some committees have codes of procedure, and 
others use the executive hearing technique to this end. 
The record in this case shows no conduct on the pan 
of the Un-American Activities Committee that justifies 
condemnation. That there may have been such occasions 
is not for us to consider here. Nor should we permit its 
past transgressions, if any, to lead to the rigid restraint 
of all congressional committees. To carry on its heavy 
responsibility the compulsion of truth that does not in- 
criminate is not only necessary to the Congress but is 
permuted within the [***90] limits of the Constitution. 

nl3 Proceedings against Richard Thompson. 8 
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How. St. Tr. 2 (1680). 

nl4 See 1 De Lolme, The Rise and Progress of the 
English Constitution (1838), at 347-348. 

nl5 Briggs v. Mackellar , ; 2 Abb. Pr. 30, 65 (N.Y. 
Common Pleas 1855). 

nl6 Kilboum v. Thompson. 103 U.S. 168 (1881). 


n!7 Quinn v. United States, 349 US. 155 (1955). 

nl8 Emspak v. United States. 349 U.S. 190 
(1955). 

nl9 Ban v. United States. 349 U.S. 219 (1955). 
n20 United States v. Rumely, 345 U.S. 41 (1953). 
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PRIOR HISTORY: [***1] APPEAL FROM THE 
UNITED STATES DISTRICT COURT FOR THE 
SOUTHERN DISTRICT OF OHIO. 

APPEAL from a Final order of the District Court, 
in habeas corpus, discharging the respondent. Mallv 
S. Daugherty, from the custody of John J. McGrain, 
Deputy Sergeant at Arms of the Senate, by whom he 
had been arrested, as a contumacious witness, under a 
warrant of attachment, issued by the President of the 
Senate in pursuance of a Senate resolution. 

DISPOSITION: 299 Fed. 620. reversed. 

SYLLABUS: 1. Deputies, with authority to execute 
warrants, may be appointed by the Sergeant-at-Arms of 
the Senate, under a standing order of the Senate, such 
appointments betng sanctioned by practice and by acts 
of Congress Fixing the compensation of the appointees 
and providing for us payment. P. 154. 

2. Such deputy may serve a warrant of attachment 
issued by the President of the Senate and addressed only 
to the Sergeant-at-Arms. in pursuance of a Senate reso- 
lution contemplating service by either. P. 155. 

3. A warrant of the Senate for attachment of a person 
who ignored a subpoena from a Senate committee, ;s 
supported by oath within the requirement of the Fourth 
Amendment when based upon the committee' s report of 
the facts of the contumacy, made on the committee’s own 
knowledge and having the sanction of the oath of ofFice 
of its members. P. 156. 

4. Subpoenas issued by a committee of the Senate to 
bring before it a witness to testify in an investigation 
authorized by the Senate, are as if issued by the Senate 
itself. P. 158. 

5. Therefore, in ease of disobedience, the tact that 


the subpoena, and the 1***2] contumacy, related only 
to testimony sought by a committee, is not a valid ob- 
jection to a resolution of the Senate, and warrant issued 
thereon, requiring the defaulting witness to appear be- 
fore the bar of the Senate itself, then and there to give 
the desired testimony. P. 158. 

6. Each house of Congress has power, through its own 
process, to compel a private individual to appear before 
it or one of its committees and give testimony needed 
to enable it efficiently to exercise a legislative function 
belonging to it under the Constitution. P. 160. 

7. This has support in long practice of the houses sep- 
arately. and in repeated Acts of Congress, all amounting 
to a practical construction of the Constitution. Pp. 161, 
167, 174. 

3. The two houses of Congress in their separaie rela- 
tions have not only such powers as are expressly granted 
them by the Constitution, but also such auxiliary pow- 
ers as are necessary and appropriate to make the express 
powers effective, but neither is invested with "general" 
power to inquire into private affairs and compel disclo- 
sures. P. 173. 

9. A witness may rightfully refuse to answer where 
the bounds of the power are exceeded or the questions 
are [***3] not pertinent to the matter under inquiry. P. 
1 “ 6 . 

10. A resolution of the Senate directing a commit- 
tee to investigate the administration of the Department 
of Justice - whether its functions were being properly 
discharged or were betng neglected or misdirected, and 
particularly whether the Attorney General and his assis- 
tants were performing or neglecting their duties in re- 
spect of the institution and prosecution of proceedings to 
punish crimes and enforce appropriate remedies against 
the wrongdoers, specific instances of alleged neglect be- 
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mg recited. — concerned a subject on which legislation 
could be had which would be materially aided by the 
information which the investigation was calculated to 
elicit. P. 176. 

11. It is to be presumed that the object of the Senate in 
ordering such an investigation is to aid it in legislating. 
P. 178. 

12. It is not a valid objection to such investigation 
that it might disclose wrong-doing or enme by a public 
officer named in the resolution. P. 179. 

13. A resolution of the Senate, directing attachment 
of a witness who had disobeyed a committee subpoena to 
such an investigation, and declaring that his testimony 
is sought wuh the [•••4] purpose of obtaining "infor- 
mation necessary as a basis for such legislative and other 
action as the Senate may deem necessary and proper. ' 
supports the inference, from the earlier resolution, of 
a legislative object. The suggestion of 'other action’ 
does not overcome the other pan of the declaration and 
thereby invalidate the attachment proceedings. P. 180. 

14. In view of the character of the Senate as a con- 
tinuing body, and us power to continue or revive, wuh 
its original functions, the committee before which the 
investigation herein involved was pending, the question 
of the legality of the attachment of the respondent as a 
contumacious witness did not become moot wuh the ex- 
piration of the Congress during which the investigation 
and the attachment were ordered. P 180. 

COUNSEL: Mr. George W. Wickersham. [••■51 
Special Assistant to the Attorney General, wuh whom 
Attorney General Stone and Mr. William T. Chantland. 
Special Assistant to the Attorney General, were on the 
brief, for the appellant. 

Each House of Congress has power to conduct an in- 
vestigation in aid of its legislative functions, to compel 
attendance before it of witnesses and the production of 
books and papers which may throw light upon the subject 
of inquiry: subject, of course, to protection against the 
invasion of such privileges as those against unreasonable 
searches and seizures, self-incrimination and the like. 
This power is for the purpose of aiding each House more 
fitly to discharge us legislative duties. The investigation 
ordered by the Senate resolution of March 1st was ot that 
character; and the court below erred in the construction 
it put upon the resolution and in holding the enure pro- 
ceeding void. For many years it has been the practice of 
boih Houses of Congress to conduct investigations into 
matters of public interest within the general domain of 
federal jurisdiction, and to summon witnesses to appear 
and give testimony and produce books and papers bear- 


ing upon the questions under investigation. [•••6] See 
§§ 102 and 104, Revised Statutes. The power of the re- 
spective Houses to compel the attendance and testimony 
of witnesses in order to secure information necessary or 
useful to enable them to perform their legislative func- 
tions was thus recognized by law. and defiance of that 
power made punishable as a enme against the United 
States. This was without impairing in the slightest the 
right of a House to employ the power regarding contempt 
to compel obedience to its orders. In re Chapman, 166 
U.S. 661. The power of each House was asserted from 
the beginning, not because it was excrctscd by the House 
of Commons in England, but because it is ‘necessary or 
proper for carrying into execution' the powers vested by 
the Constitution in Congress, and each House thereof. 

In December. 1859. the Senate, by resolution, ap- 
pointed a committee to inquire into the facts concerning 
the invasion and seizure of the armory and arsenal at 
Harper s Ferry and to report facts and recommend leg- 
islation. the committee to have power to send for persons 
and papers. In February. 1860, a resolution was adopted 
directing the Sergeant-at-Arms to take into his custody 
the body of Thaddeus Hyatt, and to [•••7] bave the 
same forthwith berorc the bar of the Senate to answer as 
for a contempt of us authority. Pursuant to this resolu- 
tion. Hyatt was brought before the bar. and a resolution 
was adopted, after a long debate, by a vote of 44 ayes and 
10 noes. directing him to be committed by the Sergeam- 
at-Arms to the common jail of the District of Columbia, 
to be kept in dose custody until he should signify his 
willingness to answer the questions propounded by the 
Senate. Con. Globe. 1st Sess. 36th. pp. 1102. 1105. 
In upholding the existence of the power, the Senate did 
not divide on sectional lines, and the vote was over- 
whelmingly in support of the asserted power. 

The question seems never to have been squarely de- 
cided in this Court. In some cases, the point was ex- 
pressly reserved for future decision; in others there arc 
expressions of opinion strongly favoring the existence of 
the power. Kilbourn v. Thompson. 103 US. 168. See 
Burnham v. Morrissey. 14 Gray. (Mass. ) 226, Anderson 
v. Dunn. 6 Wheot. 20J. 

The Massachusetts court in the above case did not 
reach its conclusions from any analogy to the privi- 
leges of Parliament, nor from any residuum of power 
left [••*8] in the legislature because not taken away 
by the state constitution. The power was recognized 
as necessary to the functions expressly delegated to the 
legislature by the constitution. The same principle is 
equally applicable to each House of Congress under the 
Constitution of the United Slates. 

The point was reserved, in Harnman v. Interstate 
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Commerce Comm., 211 U.S. 407 and Henry v. Henkel. 

235 U.S. 219. Kilboum v. Thompson, supra, and 
Interstate Commerce Comm. v. Bnmson, 154 U.S. 

447. seem slightly hostile to such a power. Marshall 
v. Gordon, 243 U.S. 521, 543. contains an argumenta- 
tive dictum in favor of the right. See the instances of 
legislative action cited, with approval, on the margin of 
the report. Cf. Hinds’ Precedents. Vol. 3: 21, 24. 

A final proof that the express constitutional grant of 
certain judicial powers to Congress, or a House thereof, 
does not negative the implication of further powers of 
that nature, (See Anderson v. Dunn, 6 Wheat, at p. 
232.) exists in the fact that the Constitution expressly 
forbids the exercise of the parliamentary judicial power 
of passing bills of attainder. Art. I, § 9. Where [***9] 
there are both express grants and express prohibitions, 
the application of the principle expressio unius is self- 
contradictory, and so the field is left clear for ordinary 
implication with no bias ab initio against it. 

The matter in the Kilboum case was a settled debt, an 
executed transaction, one that should not be undone by 
legislative but only by judicial act, if at all, and which 
was berng considered in the District Court which was 
the proper forum of the bankruptcy proceedings. In re 
Chapman, 166 U.S. 661 . is of value here chiefly for the 
presumption of validity conceded to the Senate s resolu- 
tion. The opinion shows that the usual presumption of 
validity of legislative acts applies to the resolution of a 
single House, indicates a qualification on the Kilboum 
case, and disposes of the District Court's point in the 
present case, that a legislative purpose was not expressly 
averred in the original resolution but only in the one di- 
recting Daugherty's arrest. It also shows that that case is 
not to be distinguished on the ground that the proceed- 
ings were under the statute, but that the Senate could 
have proceeded directly. 

In Marshall v. Gordon. [** m 10J 243 US. 521, “the 
contempt relied upon was not intrinsic to the right of 
the House to preserve the means of discharging its leg- 
islative duties'' (p. 546). That is to say. while the right 
to punish contempts obstructing legislation was upheld, 
the letter sent by Marshall was not deemed to amount to 
an obstruction. 

The rule to be derived from these contempt cases 
may be summarized thus: in addition to the express 
power to "punish its members for disorderly behav- 
ior." Constitution, An. I. § 5. each House has an im- 
plied power to punish outsiders for contempts. Anderson 
v. Dunn, supra; but no such power is implied in aid 
of a proceeding outside the jurisdiction of the House, 
Kilboum v. Thompson, supra; however, a presumption 
of validity attaches to a resolution of either House, just 
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as to legislation of both Houses jointly, so that all doubts 
are to resolved in its favor. In re Chapman, and an in- 
vestigation of a public officer or depanment is therefore 
presumed legislative in purpose and therefore valid until 
the contrary is shown, Marshall v. Gordon, semble. 

The power rests upon the well-settled rule of un- 
expressed power necessary or proper to the exercise 
[*•*11] of express powers, being recognized by the 
Courts as necessarily a pan of the constitutional grant. 
The leading case of course is McCulloch v. Maryland, 4 
Wheat. 316. That the principle of that case justifies the 
implication in favor of either House of Congress having 
power to punish contempts, is recognized in Marshall 
v. Gordon, p. 537. Multiplication of the cases follow- 
ing McCulloch v. Maryland, or of the practical argu- 
ments to show that the gathering of information by the 
compulsion of contempt proceedings is appropriate, if 
not imperative, for legislation under modem conditions, 
seems unnecessary. 

A similar question arises where boards or commissions 
exercising delegated legislative power seek to compel 
testimony and the production of documents in the aid of 
its exercise. Harnman v. Interstate Commerce Comm., 
211 U.S. 407, and the language of the majority opinion 
is qualified by Smith v. Interstate Commerce Comm., 
245 U.S. 33. While the cases last cited are not control- 
ling. they indicate a trend away from the idea expressed 
m the earlier cases and the opinion in the court below, 
that testimony can be compelled only in an investiga- 
tion [***12] into a specific breach of existing law ~ 
a judicial inquiry. Furthermore, the case for a House 
of Congress investigating by its own committee is much 
stronger than that of an administrative body acting under 
delegated powers. 

The question of the power of either House to com- 
pel testimony in aid of legislation has not been decided 
adversely in any of the inferior federal courts. See Ex 
Pane Nugent, Fed. Cas.. 10375 (1848); In re Pacific 
Rcil\va\' Comm.. 32 Fed., 241; Henry v. Henkel, supra: 
and 207 Fed. SOS; Briggs v. Mackeller. 2 Abbott's 
Practice. N. Y., 30; United States v. Sinclair. 52 Wish 
L. Rep. 451 (July, 1924]. 

A number of state coun decisions have upheld the 
existence of the power here contended for. Briggs v. 
Mackellar. 2 Abbott’s Practice. N. Y., 30(1835); People 
v. Keeler. 99 N. Y. 463 (ISSS); Matter of Barnes. 204 
S. Y. 108 (1912); Burnham v. Morrissey, 14 Gray 
226: State v. Guilbert. 75 Ohio St. 1, distg. ; State 
v. Brewster. 89 iV. J. L. 65 S (1916); In re Fahey, 7 Wis. 
630 (1S5S), Ex pane Parker. 74 S. C. 466 (1906). 

It is submitted that the District Coun's distinction be- 
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tween the [*•*13] rule which obtains in States where 
the whole legislative power is vested in the legislature 
and those where all powers not expressly granted are 
reserved to the people, is wholly unsound in its applica- 
tion to the powers of Congress under the Constitution. 

The rule finally worked out by the courts and expressed 
by Chief Justice White in Marshall v. Gordon, supra, is 
based upon the doctrine of the grant by the Constitution 
of all powers necessary or proper to the use of the powers 
expressly granted. Each House has power to do what- 
ever is customarily required to enable it intelligently to 
participate in the making of laws. Such implied power 
cannot be reserved to the States, respectively, or to the 
people, for it can only be exercised by the House itself. 

If it be not vested in such House, tt exists nowhere. 

That it does exist in each House, and constantly has 
been exercised for nearly a century past, is abundantly 
demonstrated. 

The English cases dealing wuh the powers of the 
House of Commons to compel testimony and punish for 
contempt of its process are interesting as furnishing an 
historical background but are not otherwise of great im- 
portance. their authority having [***14] been rejected 
by the Supreme Court (Kilboum v. Thompson, supra.) 
disregarded in Massachusetts and rejected in New York, 
both of which uphold the power < Burnham v. Morrissey, 
supra. People v. Keeler. 99 N. Y. 463. 473.) and re- 
jected in Ohio which denies it (Stale v. Guilbert. supra.) 
Regina v. Ptiry, 2 Ld. Ra\m.. 1105; Murray's case. / 

Wils. 299; Brass Crosby's Case. 3 Mils.. 1SS. Rex 
v. Flower. 8 T. R., 314; Burden v. Abbott. 14 East. 

1; Stockdale v. Hansard. 9 Ad. & E. 1; Stockdale v. 
Hansard. 1 1 Ad. Jt E. 253. Case of Sheriff of Middlesex. 

11 Ad. Jc E. 273. 

Colomal Cases: Beaumont v. Barrett. 1 Moo. P. 

G. 59; Kielley v Carson. 4 Moo. P C.. 63: Fenton 
v. Hampton. 11 Moo. P. C. 347; Doyle v. Falconer. 

L. R.. 1 P. C.. 328; Ex pane Dansereau. XIX Lower 
Canada Jurist, 210; Ex pane Brown. 5 B. & S.. 2SO. 

The investigation ordered by the Senate, in the course 
of which the testimony of Appellee and the production 
of books and records of the bank of w hich he is president 
were required, was legislative in its character. The in- 
vestigation of the Attorney General's office was [••*151 
the exact action ordered. It is impossible to separate the 
person occupying that office, and his assistants, from the 
office; and the resolution ot March 1st directed the com- 
mittee to investigate circumstances and facts concerning 
the alleged failure of the Attorney General to prosecute 
and defend cases wherein the Government of the United 
States was interested, and to inquire into his activities 
and those of his assistants in the Department, which 
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would in any manner tend to impair their efficiency or 
influence as representatives of the Government. The 
resolution of April 26th, by which the issuance of a 
warrant was ordered to bring the body of the Appellee 
before the bar of the Senate, then and there to answer 
questions pertinent to the matter under inquiry, is pred- 
icated upon a recital that *the appearance and testimony 
of the said M. S. Daughenv is material and necessary 
in order that the committee may properly execute the 
functions imposed upon it and may obtain information 
necessary as a basis for such legislative and other ac- 
tion as the Senate may deem necessary and proper.* See 
Chapman case. 166 U.S. 661; People v. Keeler, supra; 
Kilboum v. Thompson, supra; l* ••16] In re Falvey. 
supra: People v. Webb, 5 S Y. Supp.. S55: People v. 
Mdliken, 185 .V. Y. 35: Matter of Barnes, supra; 

The Department of Justice is one of the great execu- 
tive branches of the Government. It is created by starute 
tRcv. Stats.. Title VIII). The duties of the Attorney 
General and his assistants are in great measure defined 
by law Annually Congress, with the concurrence of 
both Houses, appropriates large sums of money to be 
expended for the purpose of enforcing the law or de- 
fending the Government against claims in the courts, 
under the direction of the Attorney General and bis as- 
sistants. Can it possibly be said that the discovery of 
any facts show ing the neglect or failure of the Attorney 
General or his assistants properly to discharge the du- 
ties imposed upon them by law cannot be and would not 
naturally be used by Congress as the basts for new legis- 
lation safeguarding the interests of the Government and 
making more improbable in the future the commission 
of any illegal or improper acts which might be shown to 
have been commuted in the past? Appellee by refusing 
to appear in response to either subpoena and be sworn 
to testify, can only succeed in this [••*17] case by es- 
tablishing that the entire proceeding was void as beyond 
the constitutional powers of the Senate. Questions as 
to the materiality or relevancy of evidence are for later 
consideration. 

Messrs. Arthur I. Vorys and John P. Phillips, with 
whom Mr. Webb 1 Vorvs was on the brief, for the 
appellee. 

The arrest is the result of an attempt of the Senate to 
vest us committee with judicial power in a case which 
is not among those specifically enumerated. The court 
must determine the nature ot the power which the Senate 
is attempting to exercise, and is not concluded by any 
post litem avowal made after the summons was issued, 
served and resisted, and after a court of competent ju- 
risdiction had emoined the exercise of the power. In 
Kilboum v Thompson. 103 U.S. 168. In re Chapman. 
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166 U.S. 661, and Marshall v. Cordon, 243 U.S. 521, 
this court examined the resolutions under which the in- 
vestigations were being conducted and found that they 
were sufficient to exhibit the nature of the investigations 
and the purpose of the investigators. But the court is not 
limited to the formal words of this resolution, for it is 
the fact which is determinative [***18] and which this 
court must find. What the Senate intends to do and in 
fact is doing determines the character of its proceeding. 

It can not be said that, as the Senate has not declared 
what it intends to do at the conclusion of the inves- 
tigation, therefore the investigation is not judicial and 
not executive, and consequently it must be legislative 
in character. Nor that, as the Senate at the end of the 
investigation can do nothing in a judicial or executive 
capacity, therefore it must be assumed that its action, if 
any, will be in a legislative capacity. 

The preamble of Senate Resolution No. 157, which 
clearly indicates its purpose, was stricken out upon ti- 
nal passage of the resolution, not because the purpose of 
the Senate had changed in any particular but because the 
Senate did not desire to condemn the Attorney General 
without a trial. Throughout the debate upon the resolu- 
tion the idea recurs constantly that the Attorney General 
is to be placed on trial. There is no suggestion of leg- 
islative action, or in fact of any action other than the 
ascertainment of facts with respect to the charges of 
malfeasance in office of Harry M. Daugherty and the 
publication of the same tor the [***19] purpose ot forc- 
ing him to resign. Only twice during the whole debate 
was there any pretense that the investigators were to en- 
gage in anything other than a trial ot Mr. Daugherty. 

The committee has assumed all of the functions of 
prosecutor, judge and jury with apparently none of the 
customary rules governing evidence and procedure. The 
court, however, need go no further than the resolution 
which, in apt words, reposes in the investigating com- 
mittee’ judicial dunes, and judicial duties alone. The 
personal cast of the resolution, the inability of the com- 
mittee to do anything except to try the tacts concern- 
ing the charges contained in the resolution and the total 
inability of the Senate to use the findings of the inves- 
tigating committee for any purpose other than to pil- 
lory Harry M. Daugherty before the American people, 
clearly demonstrate that the proceeding is an attempt to 
usurp the judicial function. Of most important signifi- 
cance. is the fact that the first hint of any pretense that 
this inquisition was being conducted for legislative pur- 
poses was the ex post facto recital of a "basis tor such 
legislation and other action" in the resolution of April 
26, 1924, authorizing [***20] a warrant tor the arrest 
of the appellee. This afterthought was inserted after the 
proceeding and injunction in the Fayette County Court 


Page 32 

S. Ct. 319. — ; 

•17; 71 L. Ed. 580 

and when the Senate knew that the validity of its res- 
olution had been challenged in that proceeding on the 
ground that it conferred judicial authority. The Senate 
of the United States cannot override the constitutional 
rights of a private citizen by a mere additional word or 
gesture. 

The Senate when acting in its legislative capacity has 
no power to arrest in order to compel testimony; the 
Senate can compel testimony only in cases where it has 
judicial power specifically granted by the Constitution. 
Any argument which begins with an assertion that citi- 
zens owe a duty to give testimony and thereupon asserts 
that Congress, or a branch thereof, may enforce this 
dutv bv us own processes, will result in nullifying the 
express division of powers among the three branches of 
government. 

At the time our Constitution was adopted the process 
of arrest resided solely in the judiciary. Marshall v. 
Gordon. 243 U.S. 521. 533. In England the power to ar- 
rest and punish was retained by the House of Commons 
because of ancient privilege and prescription [***2l] 
and not because of legislative right. The power of arrest 
has never been accorded to inferior legislative or admin- 
istrative bodies. In the few instances in which such an 
attempt has been made, the power has been demed when- 
ever it has been challenged in the courts. Langenberg 
v. Decker. 131 lnd. 471; Re Sims. 54 Kans. 1; Kielley 
v. Carson. 4 Moore P. C. 63; Fenton v. Hampton. 11 
Moore P. C. 347: Ex Pane Dansereau, 19 Lower Canada 
Junst. 210. 

This Court has never decided that the Congress, or ei- 
ther branch of it, has power, in its legislative capacity, to 
cause the arrest of a witness in order to compel him to tes- 
tily. The intimations of the learned junsts to the contrary 
are so plain that it is impossible to piece out what oppos- 
ing counsel have called "expressions strongly favoring 
the existence of the power." Kilboum v. Thompson. 103 
U.S. 165: Interstate Commerce Comm. v. Bnmson, 154 
U.S. 4 J 7. In re Chapman. 166 U.S. 661; Hamman v. 
Interstate Commerce Comm.. 211 U.S. 407; Marshall 
v. Gordon, supra: Bo\d v. United States, 1 16 US. 616; 
Ellis v. Interstate Commerce Comm., 237 U.S. 434; 
j»»*22] Federal Trade Comm. v. American Tobacco 
Co n 6-i U.S. 298: Ex pane Nugent. Fed. Cas. 10375; 
Re Pacific Ry. Comm.. 32 Fed. 250; Smith v. Interstate 
Commerce Comm.. 2 45 U.S. 33. 

Congress, under the Federal Constitution, has only 
those powers which are granted to it. but many of the 
state legislatures differ from the English Parliament only 
in the decree of their powers, having all powers not ex- 
pressly or impliedly denied by the state constitutions. 
From this it follows that the same canons of interpreta- 
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tion do not apply to the state legislatures and the national 
Congress. People v. Keeler. 99 iV. Y. 463; Ex Pane 
Parker ; 74 5. C. 466; Burnham v. Mornssey. 14 Gray 
(Mass.) 226; Whitcomb's Case. 120 Mass. US. Those 
who have contended that the power to compel testimony 
is a legislative power have urged it as a necessity. The 
proponents of this argument resort to the famous defi- 
nition and amplification of the word ’necessary' of Mr. 
Chief Justice Marshall in McCulloch v. Maryland. 4 
Wheat. 306. The reasoning is fallacious and circuitous. 
Marshall was considering the power of the United States 
to establish a national bank. [* * *23] He referred to 
Clause 18 of Article I. § 8 of the Constitution, in which 
Congress was given power to make laws which shall 
be necessary and proper for carrying into execution the 
powers expressly given. He was not implying a grant of 
power which, because it might be convenient, or appro- 
priate in the exercise of another power, would therefore 
be permitted to override the constitutional guaranties of 
the private citizen. In the cases which have followed and 
adopted Mr. Chief Justice Marshall's definition, no case 
has implied such a grant from convenience so as to over- 
ride the express guaranties of the Bill of Rights contained 
in the first ten Amendments. Not even when Congress 
is given an express power can that power be exercised 
in derogation ot the express guaranties of individual lib- 
erty. Interstate Commerce Comm. v. Brimson. 154 
U.S. 447. If Congress has no such power where there is 
a specific grant, certainly Congress cannot destroy per- 
sonal guaranties through any implied grant incidental to 
the general power to enact laws. The only satisfactory 
determination of the substantive question in this case 
should be that the power to arrest a recusant witness is 
a judicial [••*24] process and confined to the jurisdic- 
tion of the courts, and that the Senate has no power to 
anest a recusant witness except in the cases in which the 
constitution gives the Senate judicial power. 

If Congress has power to compel the production of 
evidence, to aid Congress in formulating further leg- 
islation, then Congress, both Houses concurring, must 
declare its purpose, and the demand for the information. 
The Senate cannot legislate, and the Senate cannot com- 
pel testimony relating to proposed legislation which the 
Senate alone has in mind. Const., An. I. § I; See State 
v. Guilbert . 75 O. S. I . 

If a witness may be compelled to testify in order to aid 
the Senate in the formulation of legislation, then it must 
be shown what legislation the Senate has in view and that 
the evidence sought ts pemnent to the subject-matter of 
legislation under consideration, and the testimony of the 
witness can be compelled only through judicial process 
of the coun In order to justify the compulsory dis- 
covery of evidence it must appear for what purpose the 


testimony is sought and the materiality of the evidence 
must be affirmatively shown. Federal Trade Comm. v. 
Amencan Tobacco {***25] Co.. 264 U.S. 298; Hale v. 
Henkel. 201 U.S. 43. Matter of Barnes, 204 N. Y. 108; 
United States v. Searles , 25 Wish. L. Rep. 384 

Senate Resolution No. 157 not only does not show 
what subjects of legislation were in contemplation, but 
does show the purpose of the investigation, namely, to 
determine as to the alleged guilt of Harry M. Daugherty. 
There is noihing in the record to show what proposed 
subject-matters of legislation were under consideration, 
and in no way can it be seen that the testimony of the 
appellee or the books and records of the bank and the ac- 
counts of the bank 's customer could furnish information 
that would be useful in framing any legislation shown to 
have been in the mind of the Senate or of any member 
thereof. 

The warrant issued by the president pro tempore of 
the Senate was not supported by oath or affirmation as 
required by the Federal Constitution. Even a bench war- 
rant must be supported by oath. No arrest or attachment 
for contempt can issue from any coun where the con- 
tempt is constructive or outside of the presence of the 
coun without a supporting affidavit. 

The arrest of Mr. Daugherty is illegal for the reason 
that it [•**26] was made under a warrant to bring htra 
forcibly before the Senate to answer the Senate's ques- 
tions before he had been subpoenaed by the Senate and 
had refused to obey the Senate. 

This Coun will respect the jurisdiction and order of 
the state coun. and will make no order which may ef- 
fectuate a violation of the injunction or conflict with the 
purpose and spirit of the injunction. 

The law does not provide tor any deputy Sergeani-ai- 
Arms. If there were such a officer, this w arrant could not 
be executed by him because it is directed to the Sergcant- 
at-Arms and not to a deputy 

JUDGES Taft. Holmes. Van Devantcr. McRevnolds. 
Brandeis. Sutherland. Butler. Sanford; Mr. Justice 
Stone did not panictpate in the consideration or deci- 
sion of this case. 

OPINIONBY: VAN DEVANTER 

OPINION [*150] f-320] MR. JUSTICE VAN' 

DEVANTER delivered the opinion of the coun. 

This is an appeal from the final order m a proceeding in 
habeas corpus discharging a recusant witness held in cus- 
tody under process of attachment issued from the United 
States Senate m the course of an investigation which it 
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was making of the administration of the Department of 
Justice. A full statement of the case is necessary. 

The Department of Justice [***27] is one of the great 
executive departments established by congressional en- 
actment and has charge, among other things, of the ini- 
tiation and prosecution of all suits, civil and criminal, 
which may be brought in the right and name of the United 
States to compel obedience or punish disobedience to us 
laws, to recover property obtained from it by unlawful 
or fraudulent means, or to safeguard its rtghts in other 
respects; and also of the assertion and protection of its 
interests when it or its officers are sued by others. The 
Attorney General is the head of the department, and its 
functions are all to be exercised under his supervision 
and direction, nl 

nl Rev. Stats, secs. 346. 350. 359. 360, 361. 
362, 367; Judicial Code, secs. 185, 212; c. 382, 
secs. 3, 5, 25 Stat. 858, 859; c. 647, sec. 4. 26 
Stat. 209; c. 3935, 34 Stat. 816: c. 323, sec. 
15, 38 Stat. 736; United States v. San Jacinto Tin 
Co.. 125 U.S. 273. 278; Kern River Co. v. United 
States. 257 U.S. 147. 155; Tonzi v. Fessenden. 258 
U.S. 254. 262. 

[**•28] 

[**321] Harry M. Daughertv-became the Attorney 
General March 5, 1921 . and held that office until March 
28. 1924, [*151] when he resigned. Late in that pe- 
riod various charges of misfeasance and nonfeasance in 
the Department of Justice after he became us superv is- 
ing head were brought to the attention of the Senate 
by individual senators and made the basis of an insis- 
tent demand that the department be investigated to the 
end that the practices and deficiencies which, according 
to the charges, were operating to prevent or impair us 
right administration might be definitely ascertained, and 
that appropriate and effective measures might be taken 
to remedy or eliminate the evil. The Senate regarded 
the charges as grave and requiring legislative attention 
and action. Accordingly it formulated, passed and in- 
vited the House of Representatives to pass (and that body 
did pass) two measures taking important litigation then 
in immediate contemplation out of the control of the 
Department of Justice and placing the same in charge 
of special counsel to be appointed by the President n2: 
and also adopted a resolution authorizing and directing 
a select committee of five senators - 

n2 Cong. Rec. 68th Cong., 1st Sess.. pp. 1520. 

1521, 1728; c. 16. 43 Stat. 5; Cong. Rec. 68th 

Cong., 1st Sess.. pp. 1591. 1974; c. 39, 43 Stat. 


15: c. 42. 43 Stat. 16. 

[***29] 

"to investigate circumstances and facts, and report the 
same to the Senate, concerning the alleged failure of 
Harry M. Daugherty, Attorney General of the United 
States, to prosecute properly violators of the Sherman 
Anti-trust Act and the Clayton Act against monopo- 
lies and unlawful restraint of trade; the alleged neglect 
and failure of the said Harry M. Daugherty, Attorney 
General of the United States, to arrest and prosecute 
Albert B. Fall, Harry F. Sinclair, E. L. Doheny, C. 
R. Forbes, and their co-conspirators in defrauding the 
Government, as well as the alleged neglect and failure of 
the said Attorney General to arrest and prosecute many 
others for violations of Federal statutes, and his alleged 
failure [*152] to prosecute properly, efficiently, and 
promptly, and to defend, all manner of civil and crimi- 
nal actions wherein the Government of the United States 
is interested as a party plaintiff or defendant. And said 
committee is further directed to inquire mto, investigate 
and report to the Senate the activities of the said Harry 
M. Daugherty, Attorney General, and any of his assis- 
tants in the Department of Justice which would in any 
manner tend to impair their efficiency [***30] or influ- 
ence as representatives of the Government of the United 
States." 

The resolution also authorized the committee to send 
for booics and papers, to subpoena witnesses, to admin- 
ister oaths, and to sit at such times and places as it might 
deem advisable. n3 

n3 For the full resolution and two amendments 
adopted shortly thereafter see Cong. Rec., 68th 
Cong.. 1st Sess., pp. 3299,3409-3410.3548.4126. 

In the course of the investigation the committee issued 
and caused to be duly served on Mallv S. Daugherty -- 
who was a brother of Harry M. Daugherty and presi- 
dent of the Midland National Bank of Washington Court 
House. Ohio. -- a subpoena commanding him to appear 
before the committee for the purpose of giving testimony 
bearing on the subject under investigation, and to bring 
with him the "deposit ledgers of the Midland National 
Bank since November 1. 1920: also note tiles and tran- 
script of owners of every safety vault; also records of 
income drafts: also records of any individual account or 
accounts showing withdrawals [***31] of amounts of S 
25.000 or over during above period." The witness failed 
to appear. 

A little later in the course of the investigation the com- 
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mittee issued and caused to be duly served on the same 
witness another subpoena commanding him to appear 
before it for the purpose of giving testimony relating to 
the subject under consideration -- nothing being [*153] 
said in this subpoena about bringing records, books or 
papers. The witness again failed to appear; and no ex- 
cuse was offered by him for either failure. 

The committee then made a report to the Senate stat- 
ing that the subpoenas had been issued, that according 
to the officer's returns - copies of which accompanied 
the report -- the witness was personally served; and that 
he had failed and refused to appear. n4 After a reading 
of the report, the Senate adopted a resolution reciting 
these facts and proceeding as follows: n5 


n4 Senate Report No. 475. 68th Cong., 1st Sess. 

n5 Cong. Rec., 68th Cong.. 1st Sess.. pp. “215- 
7217. 

‘Whereas the appearance and testimony [•*•32] of the 
said M. S. Daugherty is material and necessary in order 
that the committee may properly execute the functions 
imposed upon it and may obtain information necessary 
as a basis for such legislative and other action as the 
Senate may deem necessary and proper: Therefore be it 

"Resolved. That the President of the Senate pro tem- 
pore issue his warrant commanding the Sergeant at Arms 
or his deputy to take into custody the body of the said 
M. S. Daugherty wherever found, and to bring the said 
M. S. Daugherty before the bar of the Senate, then and 
there to answer such questions pertinent to the matter 
under inquiry as the Senate may order the President ot 
the Senate pro tempore to propound; and to keep the said 
M. S. Daugherty in custody to await the further order 
of the Senate. * 

It will be observed from the terms of the resolution that 
the warrant was to be issued in furtherance ot the effort 
to obtain the personal testimony of the witness and. like 
the second subpoena, was not intended to exact [•*322) 
from him the production of the various records, books 
and papers named in the first subpoena. 

The warrant was issued agreeably to the resolution 
and was addressed simply to the Sergeant at [•*•33] 
Arms. That 1*154) officer on receiving the warrant 
endorsed thereon a direction that it be executed by John 
J. McGrain. already his deputy, and delivered it to him 
for execution. 

The deputy, proceeding under the warrant, took the 
witness into custody at Cincinnati. Ohio, with the pur- 


pose of bringing him before ihe bar of the Senate as com- 
manded: whereupon the witness petitioned the federal 
district court in Cincinnati for a writ of habeas corpus. 
The wni was granted and the deputy made due return 
setting forth the warrant and the cause of the detention. 
After a hearing the court held the attachment and deten- 
tion unlawful and discharged the wtmess. the decision 
being put on the ground that the Senate in directing the 
investigation and in ordenng the attachment exceeded 
its powers under the Constitution. 299 Fed. 620. The 
deputy prayed and was allowed a direct appeal to this 
Court under § 238 of the Judicial Code as then existing. 

We have given ihe case earnest and prolonged consid- 
eration because the principal questions involved are of 
unusual importance and delicacy. They are <al whether 
the Senate - or the House of Representatives, both being 
on the same plane [•*•34] in this regard - has power, 
through ns own process, to compel a private individ- 
ual to appear before it or one of ns committees and give 
testimony needed to enable u efficiently to exercise a leg- 
islative function belonging to it under the Constitution, 
and ibi whether it sufficiently appears that the process 
was oemg employed in this instance to obtain testimony 
for that purpose 

Other questions are presented which in regular course 
should be taken up first 

The witness challenges the authority of the depury to 
execute the warrant on two grounds - that there was no 
provision of law for a depury. and that, even if there 
were such a provision, a deourv could not execute the 
[*1551 warrant because it was addressed siraplv to the 
Sergeant at Arms We are of opinion that neither ground 
is tenable 

The Senate adopted in 1 889 and has retained ever since 
a standing order declaring that the Sergeant at Arms 
mav appoint deputies 'to serve process or pertorm other 
duties* in his stead, .hat they jhall be ’officers of the 
Senate.' and that acts done and returns made by them 
'shall have like effect and be oi the same validity as 
if periormed or made by the Sergeant at Arms in per- 
son.* [*••35) n6 In actual practice the Senate has given 
full etfect to the order: and Congress has sanctioned the 
practice under it b> recognizing the deputies -- some- 
times called assistants - as otficers of the Senate, by 
fixing their compensation and by maxing appropriations 
to pav them n7 Thus there was ample provision of law 
for a deput> 

n6 Senate Journal 4*\ 51-1 . Dec 17 18S9 Senate 
Rules and Manual. 08th Cong . p 1 1 4 

n7 4] Stat o32. 1253: 42 Slat. 424. l2oo. 43 
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Stat. 33. 580. 1288. 

The fact that the warrant was addressed simply to the 
Sergeant at Arms is not of special significance. His 
authority was not to be tested by the warrant alone. 
Other criteria were to be considered. The standing order 
and the resolution under which the warrant was issued 
plainly contemplated that he was to be free to execute 
the warrant in person or to direct a deputy to execute 
it. They expressed the intention of the Senate; and the 
words of the warrant were to be taken, as they well 
could be. in a sense which would give [***36] effect to 
that intention. Thus understood, the warrant admissibly 
could be executed by a deputy if the Sergeant at Arms 
so directed, which he did. 

The case of Sanborn v. Carleton . 15 Cray 399. on 
which the witness relies, related to a warrant issued to 
the Sergeant at Arms in 1860. which he deputed another 
to execute. At that time there was no standing rule or 
[*156] statute permitting him to act through a deputy: 
nor was there anything in the resolution under which the 
warrant was issued indicative of a purpose to permit him 
to do so. All that was decided was that tn the absence of 
a permissive provision, in the warrant or elsewhere, he 
could not commit its execution to another. The provi- 
sion which was absent in that case and deemed essential 
is present in this. 

The witness points to the provision in the Fourth 
Amendment to the Constitution declaring 'no warrants 
shall issue but upon probable cause supported by oath 
or affirmation' and contends that the warrant was void 
because the report of the committee on which it was 
based was unsworn. We think the contention overlooks 
the relation of the committee to the Senate and to the 
matters reported, and puts aside the [***37] accepted 
interpretation of the constitutional provision. 

The committee was a pan of the Senate, and its mem- 
bers were acting under their oath of office as senators. 
The matters reponed penained to their proceedings and 
were within their own knowledge. They had issued the 
subpoenas, had received and examined the officer s re- 
turns thereon (copies of which accompanied the reporn, 
and knew the witness had not obeyed either subpoena or 
offered any excuse for his failure to do so. 

The constitutional provision was not intended to es- 
tablish a new principle but to affirm and preserve a 
cherished rule of the common law designed to prevent 
the issue of groundless warrants. In legislative practice 
[**323] committee repons are regarded as made under 
the sanction of the oath of office oi its members: and 
where the matters reponed arc within the committee s 


knowledge and constitute probable cause for an attach- 
ment such repons are acted on and given effect without 
requiring that they be supponed by further oath or af- 
firmation. This is [*157] not a new practice but one 
which has come down from an early period. It was 
well recognized before the constitutional provision was 
adopted, has been [***38] followed ever since, and ap- 
pears never to have been challenged until now. Thus 
it amounts to a practical interpretation. long continued, 
of both the original common law rule and the affirm- 
ing constitutional provision, and should be given effect 
accordingly. n8 

n8 Pngg v. Pennsylvania. 16 Pet. 539. 620- 
621: The Laura. 114 U.S. 411. 416: McPherson 
v Blacker, 146 U.S. 1. 35-36 : Ex pane Grossman. 
267 U.S. 87, 118: Myers v. United States. 272 U.S. 


The principle underlying the legislative practice has 
also been recognized and applied in judicial proceed- 
ings. This is illustrated by the settled rulings that courts 
in dealing with contempts committed in their presence 
may order commitments without other proof than their 
own knowledge of the occurrence. n9 and that they may 
issue attachments, based on their own knowledge of the 
default, where intended witnesses or jurors fail to ap- 
pear :n obedience to process shown by the officer’s re- 
turn ;o have been duly served. nlO A further illustration 
[***39] is found in the rulings that grand jurors, act- 
ing under the sanction of their oaths as such, may find 
and return indictments based solely on their own knowl- 
edge of the particular offenses, and that warrants tnav 
be issued on such indictments without further oath or af- 
firmation: nl 1 and still another is found in the practice 
wnich recognizes that where grand jurors, under their 
oath as such, report to the court that a witness brought 
before them has refused to testify, the [*158] court may 
ac: on that report, although otherwise unsworn, and or- 
der the witness brought before it by attachment. nl2 

n9 £r parte Terry, 128 US. 289. 307. et seq.: 
Hoicomo v. Cornish. 8 Conn. 375; 4 Blackst. Com. 
236 

nlO Robbins v. Gorham. 25 .V Y 588; Wilson v. 
State. 57 Ind. 71. 

nil Hale v Henkel, 201 U.S. 43. 60-62; Regina 
v Russell. 2 Car. & Mar. 247. Commonwealth 
v Havden. 163 Mass. 453. 455; Decision of Mr. 
Justice Cairon reponed in Wharton's Cr. PI. & Pr.. 
Sth ed.. pp. 224-226 


59 


Page 37 

273 U.S. 135. M58; 47 S. O. 319. -323; 

1927 U.S. LEXIS 985. —39; 71 L. Ed. 580 


n 1 2 See Hale v. Henkel, supra; Blair v. United 
Slates. 250 U.S. 273; Nelson v. United States. 201 
U.S. 92. 95; Equity Rule 52. 226 U.S. Appendix. 
15; Heard v. Pierce. S Cush. 338. 

[*—40} 

We think the legislative practice, fortified as it is by the 
judicial practice, shows that the report of the committee 
-- which was based on the committee’s own knowledge 
and made under the sanction of the oath of office of its 
members - was sufficiently supported by oath to satisfy 
the constitutional requirement. 

The witness also points to the provision in the warrant 
and in the resolution under which it was issued requiring 
that he be "brought before the bar of the Senate, then and 
there" to give testimony "pertinent to the subject under 
inquiry," and contends that an essential prerequisite to 
such an attachment was wanting, because he neither had 
been subpoenaed to appear and testify before the Senate 
nor had refused to do so. The argument in support of the 
contention proceeds on the assumption that the warrant 
of attachment "is to be treated precisely the same as if 
no subpoena had been issued by the committee, and the 
same as if the witness had not refused to testify before 
the committee. " In our opinion the contention and the as- 
sumption are both untenable. The committee was acting 
for the Senate and under its authorization; and therefore 
the subpoenas which the committee [—*41] issued and 
the witness refused to obey are to be treated as if issued 
by the Senate. The warrant was issued as an auxiliary 
process to compel him to give the testimony sought by 
the subpoenas; and its nature in this respect is not af- 
fected by the direction that his testimony be given at the 
bar of the Senate instead of before the committee. If the 
Senate deemed it proper, in view of his contumacy, to 
give that direction it was at liberty to do so. 

[*159] The witness sets up an interlocutory injunc- 
tion granted by a state court at Washington Court House. 
Ohio, in a suit brought by the Midland National Bank 
against two members of the investigating committee, and 
contends that the attachment was in violation of that 
injunction and therefore unlawrul. The contention is 
plainly ill-founded. The injunction was granted the same 
day the second subpoena was served, but whether earlier 
or later in the day does not appear. All that the record 
discloses about the injunction is comprised in the para- 
graph copied in the margin from the witness’s petition 
for habeas corpus, n 1 3 But it is apparent [—324] from 
what is disclosed thai the injunction did not purport to 
place any restraint on the [—42} witness, nor to re- 
strain the committee from demanding that he appear and 
testify personally to what he knew respecting the subject 


under investigation; and also that what the injunction did 
purport to restrain has no bearing on the power of the 
Senate to enforce that demand by attachment. 


nl3 ’On the llth day of April, 1924, in an ac- 
tion in the Court of Common Pleas of said Fayette 
County, Ohio, in which said The Midland National 
Bank was plaintiff and said B. K. Wheeler and Smith 
W. Brookhart were defendants, upon the petition of 
said bank said court granted a temporary restraining 
order enjoining and restraining said defendants and 
their agents, servants, and employees from entering 
into said banking room and from taking, examin- 
ing, or investigating any of the books, accounts, 
records.' promissory notes, securities, letters, cor- 
respondence. papers, or any other property of said 
bank or of its depositors, borrowers, or customers 
in said banking room and from in any manner mo- 
lesting and interfering with the business and affairs 
of said bank, its officers, agents, servants, and the 
business of its depositors, borrowers and customers 
with said bank uni tl the further order of said court. 
The said defendants were duly served with process io 
said action and duly served with copies of said tem- 
porary restraining order on said 1 1th day of April, 
1924, and said injunction has not been modified by 
said court and no further order has been made in said 
case by said court, and said injunction is in full force 
and effect." 

[—43] 

[*!60| In approaching the principal questions, which 
remain to be considered, two observations are in order. 
One is that we are not now concerned with the direc- 
tion m the first subpoena that the witness produce vari- 
ous records, books and papers of the Midland National 
Bank. That direction was not repeated in the second 
subpoena; and is not sought to be enforced by the at- 
tachment. This was recognized by the court below, 29 9 
Fed. 623. ami is conceded by counsel for the appellant. 
The other is that w e are not now concerned with the right 
ot the Senate to propound or the duty of the witness to 
answer specific questions, for as yet no questions have 
been propounded to him. He is asserting — and is stand- 
ing on his assertion -- that the Senate is without power 
to interrogate him. even if the questions propounded be 
pertinent and otherwise legitimate -- which for present 
purposes must be assumed. 

The first of the principal questions -- the one which 
the witness particularly presses on our attention - is. 
as betore shown, whether the Senate -- or the House of 
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Representatives, both being on the same plane in this 
regard - has power, through its own process, to compel 
a private [***44] individual to appear before it or one 
of its committees and give testimony needed to enable 
it efficiently to exercise a legislative function belonging 
to it under the Constitution. 

The Constitution provides for a Congress consisting of 
a Senate and House of Representatives and invests it with 
"all legislative powers’ granted to the United States, and 
with power "to make all laws which shall be necessary 
and proper" for carrying into execution these powers 
and "all other powers' vested by the Constitution in the 
United States or in any department or officer thereof. 
Art. I, secs 1, 8. Other provisions show that, while 
bills can become laws only after being considered and 
passed by both houses of Congress, each house is to be 
distinct [*16l] from the other, to have its own officers 
and rules, and to exercise its legislative function inde- 
pendently. nl4 An. I, secs. 2, 3, 5. 7. But there is no 
provision expressly investing either house with power to 
make investigations and exact testimony to the end that 
it may exercise its legislative function advisedly and ef- 
fectively. So the question arises whether this power is so 
far incidental to the legislative function as to be implied. 
[***45] 

nl4 Stoty Const., secs. 545, et seq.; 1 Kent's 
Com., p. 222. 

In actual legislative practice power to secure needed 
information by such means has long been treated as an 
attribute of the power to legislate. It was so regarded 
in the British Parliament and in the Colonial legislatures 
before the American Revolution; and a like view has 
prevailed and been carried into effect in both houses of 
Congress and in most of the state legislatures. nl5 

nI5 May's Parliamentary Practice. 2d ed., pp. 
80, 295, 299; Cushing's Legislative Practice, secs. 
634, 1901-1903; 3 Hinds' Precedents, secs. 1722. 
1725. 1727. 1813-1820; Cooley’s Constitutional 
Limitations, 6th ed., p. 161. 

This power was both asserted and exerted by the House 
of Representatives in 1792, when it appointed a select 
committee to inquire into the St. Clair expedition and 
authorized the committee [***46] to send for neces- 
sary persons, papers and records. Mr. Madison, who 
had taken an important pan in framing the Constitution 
only five years before, and four of his associates in that 
work, were members of the House of Representatives at 


the time, and all voted for the inquiry. 3 Cong. Ann. 
494. Other exertions of the power by the House of 
Representatives, as also by the Senate, are shown in the 
citations already made. Among those by the Senate, 
the inquiry ordered in 1859 respecting the raid by John 
Brown and his adherents on the armory and arsenal of 
the United States at Harper's Feny is of special signifi- 
cance. The resolution [*162] directing the inquiry au- 
thorized the committee to send for persons and papers, 
to inquire into the facts pertaining to the raid and the 
means by which it was organized and supported, and to 
report what legislation, if any, was necessary to preserve 
the peace of the country and protect the public property. 
The resolution was briefly discussed and adopted with- 
out opposition. Cong. Globe, 36th Cong., 1st Sess., 
pp. 141. 152. Later on the committee reported that 
Thaddeus Hyatt, although subpoenaed to appear as a 
witness, had refused to do so: [***47] whereupon the 
Senate ordered that he be attached and brought before 
it to answer for his refusal. When he was brought in 
he answered by challenging the power of the Senate to 
direct the inquiry and exact testimony to aid it in exer- 
cising its legislative function. The question of power 
thus presented was thoroughly discussed by several sen- 
ators -- Mr. Sumner of Massachusetts taking the lead 
in denying the power and Mr. Fessenden of Maine in 
supporting it. Sectional and party lines were put aside 
and the question was debated and determined with spe- 
cial regard to principle and precedent. The vote was 
taken on a resolution pronouncing the witness's answer 
insufficient and directing that he [**325] be committed 
until he should signify that he was ready and willing to 
testify. The resolution was adopted - 44 senators vot- 
ing for it and 10 against. Cong. Globe. 36th Cong., 
1st Sess.. pp. 1100-1109, 3006-3007. The arguments 
advanced in support of the power are fairly reflected by 
the following excerpts from the debate: 

Mr. Fessenden of Maine. "Where will you stop? 
Stop. I say. just at that point where we have gone far 
enough to accomplish the purposes for which we were 
created: and these [***48] purposes are defined in the 
Constitution. What are they? The great purpose is leg- 
islation. There are some other things, but 1 speak of 
legislation as the principal purpose. Now. what do we 
propose to do here? We [* 1 63] propose to legislate upon 
a given state of facts, perhaps, or under a given necessity. 
Well. sir. proposing to legislate, we want information. 
We have it not ourselves. It is not to be presumed that 
we know everything; and if any body does presume it. 
it is a very great mistake, as we know by experience. 
We want information on certain subjects. How are we 
to get it? The Senator says, ask for it. I am ready to 
ask for it; but suppose the person whom we ask.will not 
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give u io us; what then? Have we not power to compel 
him to come before us? Is this power, which has been 
exercised by Parliament, and by all legislative bodies 
down to the present day without dispute - the power 
to inquire into subjects upon which they are disposed to 
legislate - lost to us? Are we not in the possession of 
it? Are we deprived of it simply because we hold our 
power here under a Constitution which defines what our 
duties are, and what we are called upon to do? 

'Congress [••*49] have appointed committees after 
committees, time arter time, to make inquiries on sub- 
jects of legislation. Had we not power to do it? Nobody 
questioned our authority to do it. We have given them 
authority to send for persons and papers during the re- 
cess. Nobody questioned our authority. We appoint 
committees during the session, with power to send for 
persons and papers. Have we not that authority, if nec- 
essary to legislation? 


‘Sir, with regard to myself, all I have to inquire into 
is: is this a legitimate and proper object, committed to 
me under the Constitution: and then, as to the mode of 
accomplishing it, I am ready io use judiciously, calmly, 
moderately, all the power which I believe is necessary 
and inherent, in order to do that which I am appointed 
to do; and, I take it. I violate no rights, either of the 
people generally or of the individual, by that course.' 

[•164] Mr. Crittenden of Kentucky *1 come now 
to a question where the cooperation of the two branches 
is not necessary There are some things that the Senate 
may do. How’ According to a mode of its own. Are we 
to ask the other branch of the Legislature to concede by 
law to us the power of making [• “ " 50] such an inquiry 
as we are now making’ Has not each branch (he right to 
make what inquiries and investigation it thinks proper 
to make for its own action’ Undoubtedly. You say we 
must have a law for it. Can we have a law’ Is it noi. 
from the very nature of the case, incidental to you as a 
Senate, if you, as a Senate, have the power of instituting 
an inquiry and of proceeding with that inquiry? I ha\e 
endeavored to show that we have that power. We have a 
right, in consequence of it. a necessary incidental pou cr. 
to summon witnesses, if witnesses are necessary Do we 
require the concurrence of the other House to that’ It is 
a power of our own. If you have a right to do the thing 
of vour own motion, you must have all powers that are 
necessary io do it. 

“The means of carrying into effect by law all the 
granted powers, is given where legislation is applica- 
ble and necessary: but there are subordinate matters, not 
amounting to laws; there are inquiries of the one House 


or the other House, which each House has a right to 
conduct: which each has. from the beginning, exercised 
the power to conduct; and each has. from the begin- 
ning. summoned witnesses. This has been the practice 
of [***51] (he Government from the beginning; and 
if we have a right to summon the witness, all the rest 
follows as a matter of course.' 

The deliberate solution of the question on that occa- 
sion has been accepted and followed on other occasions 
by both houses of Congress, and never has been rejected 
or questioned by either. 

[•165] The state courts quite generally have held that 
the power to legislate carries with it by necessary im- 
plication ample authority to obtain information needed 
in the rightful exercise ot that power, and to employ 
compulsory process for the purpose. 

In Burnham v. Siomsrv. 14 Cray 226 , 239, the 
Supreme Judicial Court of Massachusetts, in sustaining 
an exertion ot this power by one branch of the legislature 
of that Commonwealth, said: 

’The house of representatives has many dunes to per- 
form. which necessarily require n to receive evidence 
and examine witnesses. It has often occasion to 

acqutre certain Knowledge of facts, in order to the proper 
performance of legislative duties. We therefore think it 
clear that ti has the constitutional right to take evidence, 
to summon witnesses, and to compel them to appear and 
testify. This power io summon and [•““52] examine 
witnesses it may exercise by means of committees.* 

In Wtlckens v. Wil ler 1 Ke\es 521. 525. a case 

which presented the question whether the House of 
Representatives of the United Slates possesses this 
power, the Court of Appeals of New York said: 

"That the power exists 'here admits of no doubt what- 
ever. It is a necessary incident to the sovereign power of 
making laws, and ns exercise is orten indispensable to 
the great end ot enlightened, judicious and wholesome 
legislation.' 

In ProoU \ KWter. 99 .V Y 463. 482. 483. where 
the validitv of a statute of New 'lork recognizing and 
giving etfect to this power was drawn in question, the 
Court ot Appeals approvingly quoted what n had said in 
Wilckcns v Willet. and added 

[••326] 'It is difficult to conceive any constitutional 
objection which can be raised to the provision autho- 
rizing legislative committees to take testimony and to 
summon [*166] witnesses. In many cases it may be 
indispensable to intelligent and effectual legislation to 
ascertain the facts which are claimed to give rise to the 
necessity tor such legislation, and the remedy required. 
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and, irrespective of the question whether in the absence 
[***53] of a statute to that effect either house would 
have the power to imprison a recusant witness, 1 cannot 
yield to the claim that a statute authorizing it to enforce 
its process in that manner is in excess of the legisla- 
tive power. To await the slow process of indictment and 
prosecution for a misdemeanor, might prove quite inef- 
fectual, and necessary legislation might be obstructed, 
and perhaps defeated, if the legislative body had no other 
and more summary means of enforcing its right to ob- 
tain the required information. That the power may be 
abused, is no ground for denying its existence. It is 
a limited power, and should be kept within its proper 
bounds: and, when these are exceeded, a jurisdictional 
question is presented which is cognizable in the courts." 

. . . “Throughout this Union the practice of legisla- 
tive bodies, and in this State, the statutes existing at the 
time the present Constitution was adopted, and whose 
validity has never before been questioned by our courts, 
afford strong arguments in favor of the recognition of 
the right of either house to compel the attendance of wit- 
nesses for legislative purposes, as one which has been 
generally conceded to be an appropriate [***54] adjunct 
to the power of legislation, and one which, to say the 
least, the State legislature has constitutional authority to 
regulate and enforce by statute/ 

Other decisions by slate courts recognizing and sus- 
taining the legislative practice are found in Fahey v. 
Massing, 7 Wis. 630, 635-638: Stale v Frear. 133 
Ufa. 173 ; Ex parte Parker, 74 S. C. 466, 470: Sullivan 
v. Hill. 73 W. Mi. 49. 53; Lowe v. Summers. 69 Mo. 
App. 637, 649-650. An instructive decision on the 
question is also found in Ex pane Dansereau 1 1875i, 19 
L. C. Jur. 210, where the [*167] legislative assembly of 
the Province of Quebec was held to possess this power 
as a necessary incident of its power to legislate. 

We have referred to the practice of the two houses of 
Congress; and we now shall notice some significant con- 
gressional enactments. May 3. 1798. c. 36. 1 Stat. 554. 
Congress provided that oaths or affirmations might be 
administered to witnesses by the President of the Senate, 
the Speaker of the House of Representatives, the chair- 
man of a committee of the whole, or the chairman of a 
select committee, “in any case under their examination." 
February 8, 1817, c. 10, [***55] 3 Stat. 345. it en- 
larged that provtston so as to include the chairman of a 
standing committee. January 24, 1857, c. 19. 11 Stat. 
155. it passed "An Act more effectually to enforce the 
attendance of witnesses on the summons of either house 
of Congress, and to compel them to discover testimony. ' 
This act provided, first, that any person summoned as 
a witness to give testimony or produce papers in any 
matter under inquiry before either house of Congress. 


or any committee of either house, who should wilfully 
make default, or, if appearing, should refuse to answer 
any question pertinent to the inquiry, should, in addition 
to the pains and penalties then existing, nl6 be deemed 
guilty of a misdemeanor and be subject to indictment and 
punishment as there prescribed; and secondly, that no 
person should be excused from giving evidence in such 
an inquiry on the ground that it might tend to incriminate 
or disgrace him. nor be held to answer criminally, or be 
subjected to any penalty or forfeiture, for any fact or 
act as to which he was required to testify, excepting that 
he might be subjected to prosecution for perjury com- 
muted while so testifying. January 24. 1862. c. 11, 
12 Stat. 333, Congress [***56] modified the immu- 
nity provision in particulars not material [*168] here. 
These enactments are now embodied in §§ 101-104 and 
859 of Revised Statutes. They show very plainly that 
Congress intended thereby (a) to recognize the power 
of either house to institute inquiries and exact evidence 
touching subjects within its jurisdiction and on which 
it was disposed to act; nl7 (b) to recognize that such 
inquiries may be conducted through committees; (c) to 
subject defaulting and contumacious witnesses to indict- 
ment and punishment in the courts, and thereby to en- 
able either house to exert the power of inquiry "more 
effectually"; nl8 and (d) to open the way for obtaining 
evidence in such an inquiry, which otherwise could noi 
be obtained, by exempting witnesses required to give 
evidence therein from criminal and penal prosecutions 
in respect of matters disclosed by their evidence. 

nl6 The reference is to the power of the particular 
house to deal with the contempt. In re Chapman, 
166 C.S. 661. 671-672. 

n!7 In construing section 1 of the Act of 1857 as 
reproduced in section 102 of the Revised Statutes, 
this Court said in In re Chapman, 166 U.S. 661. 
667: 

“It is true that the reference is to ’any’ matter under 
inquiry, and so on. and it is suggested that this is fa- 
tally detective because too broad and unlimited in its 
extent: but nothing is better settled than that statutes 
should receive a sensible construction, such as will 
effectuate the legislative intention, and, if possible, 
so as to avoid an unjust or an absurd conclusion. Lau 
Ow Bew v. United States. 144 U.S. 47. 59: and we 
think that the word ’any,’ as used m these sections, 
refers to matters within the jurisdiction of the two 
Houses of Congress, before them for consideration 
and proper for their action; to questions pertinent 
ihercto; and to facts or papers bearing thereon." 
[***57] 
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nI8 This Court has said of the act of 1857 that 
'it was necessary and proper for carrying into ex- 
ecution the powers vested in Congress and in each 
house thereof.' In re Chapman . 166 U.S. 661, 671, 

Four decisions of this Court are cited and [**327] 
more or less relied on, and we now turn to them. 

The first decision was in Anderson v. Dunn, 6 
Wheal. 204. The question there was whether, under the 
Constitution, the House of Representatives has power 
to attach and punish a person other than a member for 
contempt [*169] of its authority -- in fact, an attempt to 
bribe one of its members. The Court regarded the power 
as essential to the effective exertion of other powers ex- 
pressly granted, and therefore as implied. The argument 
advanced to the contrary was that as the Constitution ex- 
pressly grants to each house power to punish or expel 
its own members and says nothing about punishing oth- 
ers. the implication or inference, if any. is that power 
to punish one who is not a member is neither given nor 
intended. The Court answered this by saying: 

(p. 225) "There is not in the whole of that admirable 
[***58] instrument, a grant of powers which does not 
draw after it others, not expressed, but vital to their 
exercise: not substantive and independent, indeed, but 
auxiliary and subordinate." 

(p. 233) 'This argument proves too much; for its 
direct application would lead to annihilation of almost 
every power of Congress. To enforce its laws upon any 
subject without the sanction of punishment is obviously 
impossible. Yet there is an express grant of power to 
punish in one class of cases and one only, and all the 
punishing power exercised by Congress in any cases, 
except those which relate to piracy and offenses against 
the laws of nations, is derived from impl ication. Nor did 
the idea ever occur to any one. that the express grant in 
one class of cases repelled the assumption of the punish- 
ing power in any other. The truth is. that the exercise ot 
the powers given over their own members, was of such 
a delicate nature, that a constitutional provision became 
necessary to assert or communicate it. Constituted, as 
that body is. of the delegates of confederated States, 
some such provision was necessary to guard against their 
mutual jealousy, since every proceeding against a repre- 
sentative would [***59] indirectly affect the honour or 
interests of the state which sent him." 

[*170] The next decision was in Kilbourn v. 
Thompson, 103 U.S. 16S. The question there was 
whether the House of Representatives had exceeded us 
power in directing one of its committees to make a par- 
ticular investigation. The decision was that it had. The 


principles announced and applied in the case are - that 
neither house of Congress possesses a "general power of 
making inquiry into the private affairs of the citizen"; 
that the power actually possessed is limited to inquiries 
relating to matters of which the particular house 'has 
jurisdiction" and in respect of which it rightfully may 
take other action; that if the inquiry relates to 'a matter 
wherein relief or redress could be had only by a judicial 
proceeding" it is not within the range of this power, but 
must be left to the courts, conformably to the constitu- 
tional separation of governmental powers; and that for 
the purpose of determining the essential character of the 
inquiry recourse may be had to the resolution or order 
under which it is made. The court examined the reso- 
lution which w as the basis of the particular inquiry, and 
ascertained [***60] therefrom that the inquiry related to 
a private real-estate pool or partnership in the District of 
Columbia. Jay Cooke & Co. had had an interest in the 
pool, but had become bankrupts, and their estate was in 
course of administration in a federal bankruptcy court in 
Pennsylvania. The United States was one of their cred- 
itors. The trustee in the bankruptcy proceeding had ef- 
fected a settlement of the bankrupts’ interest m the pool, 
and of course his action was subject to examination and 
approval or disapproval by the bankruptcy court. Some 
of the creditors, including the United States, were dis- 
satisfied with the settlement. In these circumstances, 
disclosed in the preamble, the resolution directed the 
committee "to inquire into the matter and history of said 
real-estate pool and the character of said settlement, with 
the amount of property involved in which Jay Cooke & 
Co. [ * 1 7 1 ] were interested, and the amount paid or 
to be paid in said settlement, with power to send for 
persons and papers and report to the House.’ The Court 
pointed out that the resolution contained no suggestion 
of contemplated legislation; that the matter was one in 
respect to which no valid legislation could [***6l) be 
had: that the bankrupts estate and the trustee’s settle- 
ment were still pending in the bankruptcy court: and that 
the United States and other creditors were free to press 
their claims in that proceeding. And on these grounds 
the Court held that in undertaking the investigation 'the 
House of Representatives not only exceeded the limit of 
its own authority, but assumed power which could only 
be properly exercised by another branch of the govern- 
ment. because it was in its nature clearly judicial * 

The case has been cued at times, and is cited to us 
now. as strongly intimating, if not holding, that neither 
house of Congress has power to make inquiries and exact 
evidence in aid of contemplated legislation. There are 
expressions m the opinion which, separately considered, 
might bear such an interpretation; but thai this was not 
intended is shown by the immediately succeeding state- 
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ment (p. 189) that 'This latter proposition is one which 
we do not propose to decide in the present case because 
we are able to decide the case without passing upon the 
existence or non-existence of such a power in aid of the 
legislative function." 

Next in order is In re Chapman, 166 U.S. 661. The 
[***62] inquiry there in question was conducted under a 
resolution of ihe Senate and related to [**328] charges, 
published in the press, that senators were yielding to cor- 
rupt influences in considering a tariff bill then before the 
Senate and were speculating in stocks the value of which 
would be affected by pending amendments to the bill. 
Chapman appeared before the committee in response to 
a subpoena, but refused to answer questions pertinent to 
the inquiry, and [*172] was indicted and convicted un- 
der the act of 1857 for his refusal. The Court sustained 
the constitutional validity of the act of 1857, and, after 
referring to the constitutional provision empowering ei- 
ther house to punish its members for disorderly behavior 
and by a vote of two-thirds to expel a member, held that 
the inquiry related to the integrity and fidelity of sena- 
tors in the discharge of their duties, and therefore to a 
matter "within the range of the constitutional powers of 
the Senate" and in respect of which it could compel wit- 
nesses to appear and testify. In overruling an objection 
that the inquiry was without any defined or admissible 
purpose, in that the preamble and resolution made no 
reference to any contemplated [***63] expulsion, cen- 
sure, or other action by the Senate, the Court held that 
they adequately disclosed a subject-matter of which the 
Senate had jurisdiction, that it was not essential that the 
Senate declare in advance what it meditated doing, and 
that the assumption could not be indulged that the Senate 
was making the inquiry without a legitimate object. 

The case is relied on here as fully sustaining the power 
of either house to conduct investigations and exact tes- 
timony from witnesses for legislative purposes. In the 
course of the opinion (p. 671) it is said that disclosures 
by witnesses may be compelled constitutionally "to en- 
able the respective bodies to discharge their legitimate 
functions, and that it was to effect this that the act of 1 857 
was passed”; and also “We grant that Congress couid 
not divest itself, or either of its houses, of the essen- 
tial and inherent power to punish for contempt, in cases 
to which the power of either house properly extended; 
but, because Congress, by the act of 1857, sought to aid 
each of the houses in the discharge of its constitutional 
functions, it does not follow that any delegation of the 
power in each to punish for contempt was involved." 
The [***64] terms "legitimate functions" and "consti- 
tutional functions" [*173] are broad and might well be 
regarded as including the legislative function, but as the 
case in hand did not call for any expression respecting 


that function, it hardly can be said that these terms were 
purposely used as including it. 

The latest case is Marshall v. Gordon, 243 U.S. 
521. The question there was whether the House of 
Representatives exceeded its power in punishing, as for 
a contempt of its authority, a person — not a member -- 
who had written, published and sent to the chairman of 
one of its committees an ill-tempered and irritating let- 
ter respecting the action and purposes of the committee. 
Power to make inquiries and obtain evidence by compul- 
sory process was not involved. The Court recognized 
distinctly that the House of Representatives has implied 
power to punish a person not a member for contempt, 
as was ruled in Anderson v. Dunn, supra, but held that 
its action in this instance was without constitutional jus- 
tification. The decision was put on the ground that the 
letter, while offensive and vexatious, was not calculated 
or likely to affect the House in any of its proceedings 
[***65] or m the exercise of any of its functions -- m 
short, that ihe act which was punished as a contempt 
w as not of such a character as to bring tt within the rule 
that an express power draws after it others which are 
necessary and appropriate to give effect to it. 

While these cases are not decisive of the question 
we are considering, they definitely settle two proposi- 
tions which we recognize as entirely sound and having 
a bearing on its solution: One, that the two houses of 
Congress, in their separate relations, possess not only 
such powers as are expressly granted to them by the 
Constitution, but such auxiliary powers as are necessary 
and appropriate to make the express powers effective; 
and. the other, that neither house is invested with "gen- 
eral" power to inquire into private affairs and compel 
disclosures. [*174] but only with such limned power 
of inquiry as is shown to exist when the rule of con- 
stitutional interpretation just stated is rightly applied. 
The latter proposition has further suppon in Harriman 
v. Interstate Commerce Commission, 211 U.S. 407, 
417-419. and Federal Trade Commission v. American 
Tobacco Company. 264 U.S. 298. 305-306. 

With this [***66] review of the legislative practice, 
congressional enactments and court decisions, we pro- 
ceed to a statement of our conclusions on the question 

We are of opinion that the power of inquiry - with 
process to enforce it — is an essential and appropri- 
ate auxiliary to the legislative function. It was so re- 
garded and employed in American legislatures before 
the Constitution was framed and ratified. Both houses 
of Congress took this view of it early in their history -- 
the House of Representatives with the approving votes 
of Mr. Madison and oiher members whose service in the 
convention which framed the Constitution gives special 
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significance to their action -- and both houses have em- 
ployed the power accordingly up to the present tune. 
The acts of 1798 and 1857, judged by their comprehen- 
sive terms, were intended to recognize the existence uf 
this power in both houses and to enable them to em- 
ploy it 'more effectually' than before. So. when their 
practice in the matter is appraised (**329] according to 
the circumstances in which n was begun and to those in 
which it has been continued, it falls nothing short of a 
practical construction, long continued, of the constitu- 
tional provisions respecting (* * *67] their powers, and 
therefore should be taken as fixing the meaning of those 
provisions, if otherwise doubtful. n!9 

nl9 Stuart v. Laird . 1 Cranch 299. 309; Martin 
v. Hunter's Lessee . / Wheat. 304. 351; Ames v. 
Kansas. Ill U.S. 449. 469; Knowlton v. Moore. 
17S U.S. 41, 56. 92; Fai r bank v. United States. 131 
US. 2S3. 306. et seq. 

[*175] We are further of opinion that the provisions 
are not of doubtful meaning, but, as was held by this 
Court in the cases we have reviewed, are intended to be 
effectively exercised, and therefore to carry with them 
such auxiliary powers as are necessary and appropriate 
to that end. While the power to exact information in 
aid of the legislative function was not involved in those 
cases, the rule of interpretation applied there is applica- 
ble here. A legislative body cannot legislate wisely or 
effectively in the absence of information respecting the 
conditions which the legislation is intended to affect or 
change; and where the legislative {** *68] bodv does 
not itself possess the requisite information - whtch not 
infrequently is true -- recourse must be had to others who 
do possess it. Experience has taught that mere requests 
for such information often are unavailing, and also that 
information which is volunteered is not always accurate 
or complete; so some means of compulsion are essential 
to obtain what is needed. All this was true before and 
when the Constitution was framed and adopted. In that 
penud the power of inquiry — with enforcing process - 
was regarded and employed as a necessary and appro- 
priate attribute of the power to legislate - indeed, was 
treated aa inhering in it. Thus there is ample warrant 
for thinking, as we do. that the constitutional provisions 
which commit the legislative function to the two houses 
are intended to include this attribute to the end that the 
function may be effectively exercised. 

The contention is earnestly made on behalf of the wit- 
ness that this power of inquiry, if sustained, may be abu- 
sively and oppressively exerted. If this be so. it at fords 
no ground for denying the power. The same contention 


might be directed against the power to legislate, and of 
course would be unavailing. [***69] We must assume, 
for present purposes, that neither house will be disposed 
to exert the power beyond us proper bounds, or without 
[*176] due regard to the rights of witnesses. But if. 
contrary to this assumption, controlling limitations or 
restrictions are disregarded, the decisions in Kilboum 
v. Thompson and Marshall v. Gordon point to admissi- 
ble measures of relief. And it is a necessary deduction 
from the decisions in Kilboum v. Thompson and In re 
Chapman that a witness rightfully may refuse to answer 
where the bounds of the pow er are exceeded or the ques- 
tions are not pertinent to the matter under inquiry. 

We come now to the question whether it sufficiently 
appears that the purpose for which the witness’s testi- 
mony was sought was to obtain information in aid of 
the legislative function. The court below answered the 
question in the negative and put us decision largely on 
this ground, as is shown by the following exceqpts from 
its opinion (299 Fed. 63S. 639. 6 40): 

’It will be noted that in the second resolution the 
Senate has expressly avowed that the investigation is 
in aid of other action than legislation. Its purpose is 
to 'obtain information [***70] necessary as a basts for 
such legislative and other action as ihe Senate may deem 
necessary and proper. This indicates that the Senate is 
contemplating the taking of action other than legislative, 
as the outcome of the investigation, at least the possi- 
bility of so doing. The extreme personal cast of the 
original resolutions; the spirit of hostility towards the 
then Attorney General which they breathe; that it was 
not avowed that legislative action was had in view until 
after the action of the Senate had been challenged; and 
that the avowal then was coupled with an avowal that 
other action was had in view - are calculated to create 
the impression that the idea of legislative action being 
in contemplation was an afterthought 

"That the Senate has in contemplation the possibility 
of taking action other than legislation as an outcome of 
the investigation, as thus expressly avowed, would seem 
[*177] of itself to invalidate the enure proceeding. But. 
whether so or noi. the Senate's action is invalid and ab- 
solutely void, .n that, in ordering and conducting the 
investigation, it is exercising the judicial function, and 
power to exercise that function, in such a case as we have 
here, [* * *7 1 ] has not been conferred upon it expressly 
or by fair implication. What it is proposing to do is to 
determine the guilt of the Attorney General of the short- 
comings and wrongdoings set forth in the resolutions. 
It is To hear, adjudge, and condemn.' In so dotng it is 
exercising the judicial function 

'What the Senate is engaged in doing is not investi- 
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gating the Attorney General’s office: it is investigating 
the former Attorney General. What it has done is to put 
him on trial before it. In so doing it is exercising the 
judicial function. This it has no power to do." 

We are of opinion that the court's ruling on this ques- 
tion was wrong, and that it sufficiently appears, when 
the proceedings are nghtly interpreted, that the object of 
the investigation and of the effort to secure the witness’s 
testimony was to obtain information for legislative pur- 
poses. 

It is quite true that the resolution directing the in- 
vestigation does not in terms avow that it is intended 
to be in aid of legislation: but it does show that the 
subject to be investigated was the administration of the 
Department of Justice — whether its functions were being 
properly discharged or were being neglected or misdi- 
rected. [***72] and particularly [**330] whether the 
Attorney General and his assistants were performing or 
neglecting their duties in respect of the institution and 
prosecution of proceedings to punish crimes and enforce 
appropriate remedies against the wrongdoers - specific 
instances of alleged neglect being recited. Plainly the 
subject was one on which legislation could be had and 
would be materially aided by the information which the 
investigation was calculated to elicit. [*178] This be- 
comes manifest when it is reflected that the functions of 
the Department of Justice, the powers and duties of the 
Attorney General and the duties of his assistants, are all 
subject to regulation by congressional legislation, and 
that the department is maintained and its activities are 
carried on under such appropriations as in the judgment 
of Congress are needed from year to year. 

The only legitimate object the Senate could have in or- 
dering the investigation was to aid it in legislating; and 
we think the subject-matter was such that the presump- 
tion should be indulged that this was the real object. 
An express avowal of the object would have been bet- 
ter; but in view of the particular subject-matter was not 
indispensable. [***73] In the Chapman case, where 
the resolution contained no avowal, this Court pointed 
out that it plainly related to a subject-matter of which 
the Senate had jurisdiction, and said ’’We cannot assume 
on this record that the action of the Senate was with- 
out a legitimate object ’; and also that ’it was certainiv 
not necessary that the resolutions should declare in ad- 
vance what the Senate meditated doing when the inves- 
tigation was concluded.’ (16 6 U.S. 669-670.) In People 
v. Keeler, 99 .V. Y. 463, where the Court of \ppeals 
of New York sustained an investigation oroereu by ihe 
Senate of that state where the resolution contained no 
avowal, but disclosed that it definitely related to the ad- 
ministration of a public office the duties of which were 


subject to legislative regulation, the court said (pp. 485, 
487): "Where public institutions under the control of the 
State are ordered to be investigated it is generally with 
the view of some legislative action respecting them, and 
the same may be said in respect of public officers.* And 
again: "We are bound to presume (hat the action of the 
legislative body was with a legitimate object if it is ca- 
pable of being so construed, and we have [***74] no 
right to assume that the contrary was intended.’ 

[*I79] While we rest our conclusion respecting the 
object of the investigation on the grounds just stated, it 
is well to observe that this view of what was intended is 
not new, but was shown in the debate on the resolution. 
n20 

n20 Senator George said: “It is not a trial now 
that is proposed, and there has been no trial proposed 
save the civil and criminal actions to be instituted and 
prosecuted by counsel employed under the resolution 
giving to the President the power to employ counsel. 
We are not to try the Attorney General. He is not 
to go upon trial. Shall we say the legislative branch 
of the Government shall stickle and halt and hesitate 
because a man s public reputation, his public char- 
acter. may suffer because of that legislative action? 
Has not the Senate power to appoint a committee to 
investigate any department of the Government, any 
department supported by the Senate in pan by ap- 
propriations made by the Congress? If the Senate 
has the right to investigate the department, is the 
Senate to hesitate, is the Senate to refuse to do its 
duty merely because the public character or the pub- 
lic reputation of some one who is investigated may 
be thereby smirched, to use the term that has been 
used so often in the debate? . . . It is sufficient 
for me to know that there are grounds upon which 
1 may justly base my vote for the resolution; and 
I am willing to leave it to the agent created by the 
Senate to proceed with the investigation fearlessly 
upon principle, not for the purpose of trying but for 
the purpose of ascertaining facts which the Senate is 
entitled to have within it's possession in order that it 
may properly function as a legislative body ” Cong. 
Rec.. 68th Cong.. 1st Sess., pp. 3397, 3398. 

[***75] 

Of course, our concern is with the substance of the 
resolution and not with any nice questions of propri- 
ety respecting its direct reference to the then Attorney 
General by name. The resolution, like the charges which 
prompicd its adoption, related to the activities of the de- 
partment while he was its supervising officer; and the 
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reference to him by name served to designate the period 
to which the investigation was directed. 

We think the resolution and proceedings give no war- 
rant for thinking the Senate was attempting or intend- 
ing to try the Attorney General at its bar or before its 
committee for any crime or wrongdoing. Nor do we 
think [*1801 it a valid objection to the investigation 
that it might possibly disclose crime or wrongdoing on 
his pan. 

The second resolution — the one directing that the wit- 
ness be attached - declares that his testimony is sought 
with the purpose of obtaining "information necessary as 
a basis for such legislative and other action as the Senate 
may deem necessary and proper. ' This avowal of con- 
templated legislation is in accord with what we think is 
the right interpretation of the earlier resolution direct- 
ing the investigation. The suggested possibility [** *76) 
of "other action" if deemed "necessary or proper' is of 
course open to criticism in that there is no other action 
in the matter which would be within the power of the 
Senate. But wc do not assent to the view that this in- 
definite and untenable suggestion invalidates the enure 
proceeding. The nght view in our opinion is that it takes 
nothing from the lawful object avowed in the same res- 
olution and rightly inferable from the earlier one. It is 
not as if an inadmissible or unlawful object were affir- 
matively and definitely avowed. 

We conclude that the investigation was ordered for a 
legitimate object; that the witness wrongfully refused to 
appear and testify before the committee and was lawfully 
attached; [**331) that the Senate is entitled to have him 
give testimony pertinent to the inquiry, either at its bar 
or before the committee: and that the district court erred 
in discharging him from custody under the attachment. 

Another question has arisen which should be noticed. 
It is whether the case has become moot. The mitiga- 
tion was ordered and the committee appointed during the 
Sixty-eighth Congress. That Congress expired March 4. 
1925. The resolution ordering the investigation [***77] 
in terms limited the committee s authority to the period 
of the Sixtv-eighth Congress; but this apparently was 
changed by a later and amendatory resolution authoriz- 
ing the committee to sit at such times and places as it 
might 1*1811 deem advisable or necessary. n21 It is said 
in Jefferson's Manual: n22 "Neither House can continue 
any portion of itself in any parliamentary function be- 
yond the end of the session without the consent of the 
other two branches. When done, it is by a bill constitut- 
ing them commissioners for the particular purpose. " But 
the context shows that the reference is to the two houses 
of Parliament when adjourned by prorogation or disso- 
lution by the King. The rule may be ihe same with the 


House of Representatives whose members are ail elected 
for the period of a single Congress; but it cannot well 
be the same with the Senate, which is a continuing body 
whose members are elected for a term of six years and 
so divided into classes that the seats of one-third only 
become vacant at the end of each Congress, two-thirds 
always continuing into the next Congress, save as va- 
cancies may occur through death or resignation. 

n21 Cong. Rec., 68th Cong., 1st Sess., p. 4126. 

[***78] 

n22 Senate Rules and Manual. 1925, p. 303. 

Mr. Hinds in his collection of precedents says: "The 
Senate, as a continuing body, may continue its com- 
mittees through the recess following the expiration of 
a Congress'; n23 and. after quoting the above state- 
ment from Jefferson’s Manual, he says: 'The Senate, 
however, being a continuing body, gives authority to 
its committees during the recess after the expiration of 
a Congress." n24 So far as we are advised the select 
committee having this investigation in charge has nei- 
ther made a final report nor been discharged; nor has it 
been continued by an affirmative order. Apparently its 
activities have been suspended pending the decision of 
this case. But. be this as it may. it is certain that the 
committee may be continued or revived now by motion 
to that effect, and, if continued or revived, will have all 
its original powers. n25 [*182) This being so. and the 
Senate being a continuing body, the case cannot be said 
to have become mooi in the ordinary sense. The situa- 
tion is measurably like that in Southern Pacific Terminal 
Co. v. Interstate Commerce l** *79} Commission, 219 
U.S. 49,8. 5N-51 6. where it was held that a suit to enjoin 
the enforcement of an order of the Interstate Commerce 
Commission did not become moot through the expira- 
tion of the order where it was capable of repetition by 
the commission and was a matter of public interest. Our 
judgment may yet be carried into effect and the investiga- 
tion proceeded with from the point at which it apparently 
was interrupted by reason of the habeas corpus proceed- 
ings. In these circumstances we think a judgment should 
be rendered as was done in the case cited. 

n23 Vol. 4. sec. 4544 
n24 Vol. 4, sec. 4545. 

n25 Hinds Precedents. Vol. 4, secs. 4396. 4400. 

4404. 4405. 

What has been said requires that the final order in the 
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district court discharging the witness from custody be MR. JUSTICE STONE did not participate in the con- 

reversed. sideration or decision of the case. 

Final order reversed. 
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18 USCS § 1510 (1996) printed in FULL format. 

UNITED STATES CODE SERVICE 
Copyright (c) 1996, Lawyers Cooperative Publishing 

*** CURRENT THROUGH 104-141, 5/6/96, *** 

*** EXCEPT FOR PLs 127, 132, 134, 140 *** 

TITLE 18. CRIMES AND CRIMINAL PROCEDURE 
PART I. CRIMES 

CHAPTER 73. OBSTRUCTION OF JUSTICE 
18 USCS § 1510 (1996) 

§ 1510. Obstruction of criminal investigations 

(a) Whoever willfully endeavors by means of bribery to obstruct, delay, or 
prevent the communication of information relating to a violation of any criminal 
statute of the United States by any person to a criminal investigator shall be 
fined under this title, or imprisoned not more than five years, or both. 

(b) (1) Whoever, being an officer or a financial institution, with the intent 
to obstruct a judicial proceeding, directly or indirectly notifies any other 
person about the existence or contents of a subpoena for records of that 
financial institution, or information that has been furnished to the grand jury 
in response to that subpoena, shall be fined under this title or imprisoned not 
more than 5 years, or both. 

(2) Whoever, being an officer of a financial institution, directly or 
indirectly notifies-- 

(A) a customer of that financial institution whose records are sought by a 
grand jury subpoena; or 

(B) any other person named in that subpoena,- 

about the existence or contents of that subpoena or information that has been 
furnished to the grand jury in response to that subpoena, shall be fined under 
this title or imprisoned not more than one year, or both. 

(3) As used in this subsection- - 

(A) the term "an officer of a financial institution" means an officer, 
director, partner, employee, agent, or attorney of or for a financial 
institution; and 

(B) the term "subpoena for records" means a Federal grand jury subpoena for 
customer records that has been served relating to a violation of, or a 
conspiracy to violate- - 

(i) section 215. 656, 657, 1005, 1006, 1007, 1C14. 1344, 1956. 1957, or 

chapter 53 of title 31 [31 USCS §5 5301 et seq.]; or 


(ii) section 1341 cr 1343 affecting a financial institution. 
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(c) As used in this section, the term "criminal investigator" means any 
individual duly authorized by a department, agency, or armed force of the 
§United States to conduct or engage in investigations of or prosecutions for 
violations of the criminal laws of the United States. 

(d) (1) Whoever-- 

(A) acting as, or being, an officer, director, agent or employee of a person 
engaged in the business of insurance whose activities affect interstate 
commerce, or 

(B) is engaged in the business of insurance whose activities affect 
interstate commerce or is involved (other than as an insured or beneficiary 
under a policy of insurance) in a transaction relating to the conduct of affairs 
of such a business, 

with intent to obstruct a judicial proceeding, directly or indirectly 
notifies any other person about the existence or contents of a subpoena for 
records of that person engaged in such business or information that has been 
furnished to a Federal grand jury m response to that subpoena, shall be fined 
as provided by this title or imprisoned not more than 5 years, or both. 

(2) As used in paragraph (1) , the term "subpoena for records" means a Federal 
grand jury subpoena for records that has been served relating to a violation of, 
or a conspiracy to violate, section 1033 of this title. 

HISTORY: (Added Nov. 3, 1967, P.L. 90-123, § 1(a), 81 Stat. 362; Oct. 12, 1982, 

P.L. 97-291, 5 4(e), 96 Stat. 1253; Aug. 9, 1989, P.L. 101-73, Title IX, 
Subtitle F, § 962(c), 103 Stat. 502; Oct. 28, 1992, P.L. 102-550, Title XV, 
Subtitle C, § 1528, 106 Stat. 4065.) 

(As amended Sept. 13, 1994, P.L. 103-322, Title XXXII, Subtitle F, § 
320604(c), Title XXXIII, § 330016 ( 1) (K) , 108 Stat. 2119, 2147.) 

HISTORY; ANCILLARY LAWS AND DIRECTIVES 

AMENDMENTS : 

1982. Act Oct. 12, 1982 (effective upon enactment on 10/12/82, as provided by 
§ 9(a) of such Act, which appears as 18 USCS § 1512 note), in subsec. (a), 
deleted ", misrepresentation, intimidation, or force or threats thereof" 
following "bribery", and substituted "shall be fined" for " ; or Whoever injures 
any person in his person or property on account of the giving by such person or 
by any other person of any such information to any criminal investigator- - 

Shall be fined". 

1989. Act Aug. 9, 1989 redesignated former subsec. (b) as subsec. (c) ; and 
added new subsec. (b) . 

1992. Act Oct. 28, 1992 (effective and applicable on enactment, as provided 
by § 2 of such Act, which appears as 42 USCS 5 5301 note) , in subsec. (b) (3) , in 
subpara. (B) (i) , substituted "1344, 1956, 1957, or chapter 53 of title 31" for 
"or 1344 " . 

1994. Act Sept. 13, 1994, in subsec. (a), substituted "under this title" for 

"not more than $ 5,000"; and added subsec. (d) . 


NOTES : 
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CROSS REFERENCES 

Wire or oral communications, authorization for interception . 18 USCS § 2516. 
Sentencing guidelines. Statutory Index, Sentencing Guidelines for U. S. 
§Courts, 18 USCS Appendix. 

This section is referred to in 18 USCS §§ 1961, 2516. 3142; 29 USCS § 1111. 

RESEARCH GUIDE 


AM JUR: 

58 Am Jur 2d, Obstructing Justice §§ 29, 34-39. 

RIA COORDINATORS: 

3 Benefits Coord, ERISA Administration, Compliance, and Termination 
para .38,139. 

4 Pension Coord, Plan Administration para. 53, 141. 

ANNOTATIONS : 

Construction and application of 13 USCS § 1510 punishing obstruction of 
criminal investigations. 18 ALR Fed 8 75. 

LAW REVIEW ARTICLES: 

Criminal law- -interpretation of "misrepresentation" as found in the federal 
obstruction of criminal investigation statute. 14 Wake Forest L Rev 117, Feb, 
1978 . 
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20. -Sufficiency 

21. Instructions 

22. Verdict 

23. Sentence 

24. Collateral disciplinary proceedings 
5 

I . IN GENERAL 

1. Constitutionality 

Language of 18 USCS § 1510 proscribes in constitutionally sufficient terms, 
obstruction of investigation into criminal matter by certain designated unlawful 
means and is not overly broad m failing to require that actual investigation 
already has commenced; statute is thus not unconstitutional on its face. United 
States v Lippman (1974, CA6 Mich) 492 F2d 314, cert den (1975) 419 US 1107, 42 L 

Ed 2d 803, 95 S Ct 77 9. 

2. Purpose 

18 'JSCS § 1510 transforms what had been common law misdemeanor into felony. 
United States v Watson (1976) 423 US 411, 46 L Ed 2d 598, 96 S Ct 820, reh den 
(1976) 424 US 979. 47 L Ed 2d 7 50, 96 S Ct 1488. 

18 USCS § 1510 was designed to deter the coercion of potential witnesses by 
subjects of federal criminal investigation, and is not intended to deal with 
communications between alleged accomplices. United States v Cameron (1972, CA5 
Tex ) 460 F2d 1394. 

18 USCS § 1510 was enacted for purpose of extending protection afforded 
witnesses, jurors and others in judicial, administrative and congressional 
proceedings to potential informants or witnesses and to those who communicate 
information to investigators prior to case reaching court. United States v 
Williams (1973, CA8 Mo) 470 F2d 1339, cert den (1973) 411 US 936, 36 L Ed 2d 
396, 93 S Ct 1912. 

18 USCS § 1510 was designed to deter coercion of potential witnesses by 
subject of federal criminal investigations prior to initiation of judicial 
proceedings and it was intended to close loophole in former laws which protected 
witnesses only during pendency of proceeding. United States v San Martin (1975, 
CA5 Fla) 515 F2d 31 7. 

Primary object of 18 USCS § 1510 is to protect transmission of words of 
prospective informant or witness, and there is no ground in legislative history 
of statute for limiting its scope merely to safeguarding informants and 
witnesses against intimidation or injury interfering with furnishing of 
information to federal investigator. United States v Fraley (1976, CA4 Md) 538 
F2d 626. 

Prior to enactment of 18 USCS § 1510 it was not a crime to obstruct a 
criminal investigation or inquiry before the initiation of proceedings within 
the scope of § 1503 or 1505; § 1510 was intended to reinforce and expand 
existing statutory structure by applying criminal sanctions to interference with 
criminal investigative process. United States v Mitchell (1973, SD NY) 372 F 
Supp 1239, app dismd 1973, CA2 NY) 485 F2d 1290. 

18 USCS 5 1510 was enacted to protect witness against intimidation or 
coercion by third party who is attempting to prevent witness from supplying 
information to federal investigation. United States v Huhoard (1979, DC Dis t 
Colj 474 F Supp 64, 4 Fed Rules Evid Serv 1C76. 

3. Construction, generally 

Since 18 USCS 5 1510 is criminal statute, it is to be strictly construed. 
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United States v San Martin (1975, CAS Fla) 515 F2d 31 7. 

Inasmuch as there is no ambiguity in IS USCS § 1510, there is nothing to 
construe and no need to refer to legislative history in interpretation thereof. 
United States v Koehler (1977, CA5 Tex ) 544 F2d 1326. 

4 . Relationship with other federal laws 

§ Legislative history of 18 USCS § 1512 does not suggest that Congress 
intended 

that section to reach modes of conduct other than those there enumerated; 
accordingly, not all conduct which would have violated deleted portions of 
former § 1510 are covered by new 5 1512. Uni ted States v King (1985, CA2 NY) 

7 62 F2d 232, cert den (1986) 475 US 1018, 89 L Ed 2d 316, 106 S Ct 1203. 

18 USCS §§ 1503, 1505, 1510 by their explicit terms are applicable to 
different governmental activities as well as separate chronological periods. 
United States v Mitchell (1973, SD NY) 372 F Supp 1239, app dismd (1973, CA2 NY) 
485 F2d 1290. 

5. Attempts 

Attempts to keep another from talking to government investigators about 
involvement of his client were within pur/iew of 18 USCS 5 1510. United States v 
Lippman (1974, CA6 Mich) 492 F2d 314, cert den (1975) 419 US 110 7, 42 L Ed 2d 
803, 95 S Ct 779. 

II. ELEMENTS OF CRIME 

6. Generally 

Elements of 18 USCS 5 1510 effense are (1) wilful endeavor by means of 
certain actions to prevent communication of information relative to violation of 
any criminal statute of United States and (2) criminal investigator must be 
individual authorized by department or agency of United States to conduct or 
engage in investigations of all prosecutions for violation of criminal law of 
United States. United States v Williams (1973, CA8 Mo) 470 F2d 1339, cert den 
(1973) 411 US 936, 36 L Ed 2d 396, 93 S Ct 1912. 

7. Endeavor 

Term ••endeavor" in 19 USCS 5 1510 requires less evidence or proof than term 
"attempt" found in 13 USCS 5 1512. United States v Leisure 1988. CA8 Mo) 944 
F2d 1347, 25 Fed Rules Evid Serv 487. ren den. en banc 1988, CAB ) 1938 US App 

LEXIS 9370 and cert den '1988! 489 US 932, 102 L Ed 2d 342. 109 S Ct 324 and 

cert den (1988) 498 US 960, 102 L Ed 2d 392, 109 S Ct 403. 

8. Federal criminal investigations 

Element of offense charged pursuant to 19 USCS 5 1510 is actual, existing 
federal investigation cf possible violation of federal criminal statute. United 
States V Carzoli (1971, CA7 111) 447 F2d 774. IS ALR Fed 864. cert den (1972) 

404 US 1015, 30 L Ed Id 662, 92 3 Ct 873. 

Government may seek criminal sanction against these wno illegally impede due 
administration of nation's tax laws. United States v Kyi ten [1993. CA5 Tex) 710 
F2d 1106, 9 3-2 USTC para. 9506, 52 AFTF 2d 33-5719. 

19 USCS 5 1510 is not violated where there was r.o federal investigation 
either being conducted or contemplated, where tr.ere was no particular federal 
criminal investigator about to receive information, where payment was solicited 
by informant, and where defendant's sole knewleage of possibility of 
communication of information to federal authorities was derived from threat by 
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customer that if he did not get credit on goods purchased he would to SEC. 

United States v Siegel (1983, CA2 NY) 717 F2d 9, 14 Fed Rules Evid Serv 70. 

Employees of SEC may constitute federal criminal investigators because 
pursuant to 15 USCS § 77a they are empowered to investigate possible infractions 
as to both civil and criminal enforcement. United States v Abrams (1982, SD NY) 
543 F Supp 1184. 

9. Intent or knowledge 

§ Under 18 USCS § 1510 actual knowledge by defendants that informant -victim 
had 

or was about to transmit information to federal investigators prejudicial to 
defendants is not required in order to satisfy element of scienter, but 
defendants' reasonably founded belief in this regard is sufficient. Uniced 
States v Kozak (1971, CA3 Pa) 438 F2d 1062, cert den (1971) 402 US 996, 29 L Ed 

2d 162, 91 S CC 2180. 

There must be actual knowledge that recipient or intended recipient of 
information be criminal investigator for there to be 18 USCS § 1510 offense; in 
absence of such knowledge conviction cannot stand. United States v Williams 
(1973, CA3 MO) 470 F2d 1339, cert den (1973) 411 US 936, 36 L Ed 2d 396, 93 S Ct 
1912. 

18 USCS § 1510 does not require that investigation be taking place but does 
require that defendant have actual knowledge that intended recipient of 
information be federal criminal investigator; defendant would be guilty of 18 
USCS § 1510 crime if he provided funds to party in investigation with specific 
intent to buy his silence, but not if he provided funds as result of threats. 

United States v Lippman (1974, CA6 Mich) 492 F2d 314, cert den (1975) 419 US 

1107, 42 L Ed 2d 803, 95 S Ct 779. 

Violations of 18 USCS §5 1503 and 1510 both require proof of specific intent 
to obstruct justice. United States v Carleo (1979, CA10 Colo) 576 F2d 346, cert 
den (1978) 439 US 850, 58 L Ed 2d 152, 99 S Ct 153 . 

Government need not prove that attorney involved m cover up of bribery of 
state judge was aware of violation of federal criminal law in order to convict 
attorney of obstructing criminal investigation. United States v Qaoud (1985, 

CA6 Mich) 777 F2d 1105, cert den (1986) 475 US 1098 , 89 L Ed 2d 899, 106 S Ct 

1499. 

Failure to advise on requirement that accused willfully committed offense 

proscribed by 13 USCS 5 1510 constituted prejudicial error requiring rehearing. 

United States v Cancer (1969) 42 CMR 753. 

10. Victim as informant or potential informant 

There was sufficient evidence to convict under 13 USCS 5 1510 where it was 
shown that investigation of violations under federal criminal statute was in 
progress, that defendants and informer had engaged in activities under 
investigation, that they had testified before grand jury charged with 
investigation, that informer had been subpoenaed to testify on day following 
assault upon him by defendants, that informer told mutual friend of his and 
defendants that he had testified, that one of defendants had said, "You turned 
me in," immediately before the assault, and that defendants had asked informant 
to drop charges. United States v Kozak (1971, CA3 Pal 438 F2d 1062, cert den 
(1971) 402 US 996, 29 L Ed 2d 162. 91 S Ct 2190. 

Element of offense charged pursuant to 19 USCS 5 1510 is actual, existing 
federal investigation of possible violation of federal criminal statute. It was 
also necessary for government to show circumstances under which communication of 
information was sought to be obstructed. United States v Caczoli (1971, CA7 
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111) 4 47 F2d 774, 18 ALR Fed 864, cert den (1972) 404 US 1015, 30 L Ed 2d 662, 

92 S Ct 673. 

Indictment charging violation of 18 USCS § 1510 did not allege offense under 
that statute and must be dismissed where offense alleged was agreement between 
alleged accomplices to withhold evidence from federal investigators. Uni ted 
States v Cameron (1972. CAS Tex) 460 F2d 1394. 

where government had decided not to appeal adverse suppression ruling 
involving earlier charges of stealing and possessing women's clothing and 
charges were dropped in fall of 1971, once charges had been dismissed against 
defendant, 18 USCS § 1510 was again available to protect informants and 
Spotential witnesses before initiation of judicial proceeding; on date defendant 
shot FBI informer, January 23, 1972, informant was potentially a witness and 
charge under 18 USCS § 1510 was proper in that defendant shot informant because 
of defendant's belief or suspicion that informant informed FBI agents about 
defendant's thievery. C/nited States v Pecma (1974, CAS Mo) 501 F2d 536, cert 
den (1974) 419 US 1072, 42 L Ed 2d 668, 95 S Ct 660. 

18 USCS § 1510 is concerned with obstruction of justice both before and after 
initiation of judicial proceedings, thus, where jury had reasonable basis to 
conclude that alleged beating of "snitcher" was intended to prevent future 
cooperation with government as well as to retaliate for past cooperation, 
indictment under § 1510 was proper even though beating occurred after 
defendant's indictment in drug conspiracy prosecution. C/nited States v Koehler 
(1977, CAS Tex) 544 F2d 1326. 

Where prospective murder victim was source of governmental information upon 
which pending indictments were based, conspiracy to murder him fit squarely 
within proscription of 18 USCS § 1510. Uni zed States v Cuesca (1979, CA5 Fla) 

597 F2d 903, cert den (1979) 444 US 964. 62 L Ed 2d 377, 100 S Ct 451, 100 S Ct 

4 52. 

Return to informant by co-conspirators of his own funds- -with which he had 
attempted to bribe defendants- -in order to prevent him from "ratting," 
constituted bribery in violation of 18 USCS § 1510. since 18 USCS § 1510 does 
not exclude persons who have themselves participated in crimes, and informant 
had no enforceable rights to funds after he had bribed defendants with them. 
C/nited States v Daly (1988, CA2 NY) 342 F2d 1380, 127 3NA LRRM 3238, 108 CCH LC 
para. 10412, 25 Fed Rules Evid Serv 350, cert den (1989) 488 US 821, 102 L Ed 2d 
43, 109 S Ct 66, 130 BNA LRRM 3208, 110 CCH LC para. 10906. 

18 USCS § 1510 does not cover coercion of accomplices. C/nited States v 
rtubbard (1979, DC Disc Col) 474 F Supp 64. 4 Fed Rules Evid Serv 1076. 

11. Success of endeavor 

In a prosecution under 19 USCS § 1510 success in endeavor is not element of 
offense. United States v Carzoli (1971. CA7 111) 447 F2d 77 4. IS ALR Fed 864, 
cert den (1972) 404 US 1015, 30 L Ed 2d 662, 92 S Ct 673; United States v St. 
Clair (1976, ED NY) 418 F Supp 201, affd (1977, CA2 NY) 552 F2d 57, cert aen 
(1977) 433 US 909. 53 L Ed 2d 1094. 97 S Ct 2976. 

III. DEFENSES 

12. Double jeopardy 

Prosecution for violation of both 13 USCS § 1510(a) and state statute which 
prohibited inducing another to ccmmit murder was not barred on grounds of double 
jeopardy since federal and state interests were substantially different, maximum 
penalties of statutes were radically different, and federal and state statutes 
differed as to type of conduct prohibited and proof required to establish 
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offense. People v Formicola (1979) 40 7 Mich 293, 284 NW2d 334. 

13. Miscellaneous 

If defendant's actions were caused by another's threats, he should be 
acquitted of 18 USCS § 1510 charge of obstruction of justice. United States v 
Lippman (1974, CAS Mich) 492 F2d 314, cert den (1975) 419 US 1107, 42 L Ed 2d 

803, 95 S Ct 77 9. 

IV. PROSECUTION AND PUNISHMENT 

14. Jurisdiction and venue 

§ Proper venue for prosecution of violation of 13 USCS § 1510 was district in 
which alleged obstruction occurred. Uniced States v Nadolny (1979, CA7 111) 601 
F2d 940. 

15 . Indictment 

18 USCS § 1510 was designed to deter the coercion of potential witnesses by 
subjects of federal criminal investigation, and is not intended to deal with 
communications between alleged accomplices; therefore, indictment charging 
attorney with advising his associate to remain silent as to currency accepted as 
retainer from alleged bank robber does not state an offense under this section, 
and must be dismissed. Uniced States v Cameron (1972, CAS Tex) 460 F2d 1394. 

Indictment that defendants endeavored by means of bribery and intimidation to 
obstruct, delay and prevent communication of witness' information to FBI and 
that defendants willfully and knowingly endeavored to delay and prevent 
communication of information by party to FBI by bribery and intimidation 
sufficiently alleged 18 USCS § 1510 substantive offense as well as conspiracy. 
United States v Lippman (1974. CA6 Mich) 492 F2d 314, cert den (1975) 419 US 

1107, 42 L Ed 2d 903, 95 S Ct 77 9. 

18 USCS § 1510 indictment was not insufficient because obstructive acts were 
committed after indictment had been returned. United States v Koehler (1977, 

CAS Tex) 544 F2d 1326. 

Two counts of witness tampering under 13 USCS § 1510 were multiplicitous , and 
one of convictions must be vacated, where both counts derived from single 
meeting at which "story" was constructed and transmitted simultaneously to 2 
witnesses, since word "any" modifying "person" makes statute ambiguous, and rule 
of lenity must apply where Congress has not explicitly defined unit of 
prosecution. United States v Coiro (1991, CA2 NY) 922 F2d 1008, 32 Fed Rules 
Evid Serv 296, cert den (1991, US) 115 L Ed 2d 996, 111 S Ct 2326. 

Two-count indictment in which count 1 charged defendants with intimidating 
witness in pending case m violation of IS USCS 5 1503, and count 2 charged 
defendants with intimidating informant giving information in pending case in 
violation of 18 USCS § 1510, was not multiplicitous nor duplicitous. United 
States v Zolli (1970, DC NY) 51 FRD 522. 

Separate counts of indictment each charging violation of 18 USCS §§ 1503, 
1505, and 1510, respectively, were not defective and subject to dismissal on 
ground that such statutes are mutually exclusive and applicable to different 
governmental activities and separate chronological periods because alleged 
conduct which is not per se illegal in and of itself constitutes corrupt 
endeavor within meaning of statutes if alleged efforts to influence justice are 
made for concealed motives; while one paragraph of each count charged violation 
in statutory terms and second incorporated by reference so-called "means" 
paragraph of count one, fact that initial count set forth ways and means aid not 
mean that court had to consider each of these ways and means in dealing with 
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motion to dismiss charges both because parties had not agreed on all facts, and 
this indictment, as instrument of accusation, containing elements of offenses 
charged, met settled test of sufficiency; to equate individual allegation of 
"means" paragraph of indictment with entirety of Government's proof would 
transform Rule 12(b) motion into motion for acquittal pursuant to Rule 29, 

Federal Rules of Criminal Procedure. United States v Mitchell (1973, SD NY) 372 
F Supp 1239, app dismd (1973, CA2 NY) 485 F2d 1290. 

Joinder of predicate offenses, 18 USCS §§ 241, 371, 844, 1341, and 1510, with 

underlying offense under § 1962 was not improper. United States v Thevis (1979, 
ND Ga) 47 4 F Supp 117, affd (1982, CAS Ga) 665 F2d 616, 9 Fed Rules Evid Serv 
1025, r eh den (1982, CA5 Ga) 671 F2d 1379 and reh den (1982, CA5 Ga) 671 F2d 
1379 and cert den (1982) 456 US 1008, 73 L Ed 2d 1303, 102 S Ct 2300 and cert 

§den (1982) 458 US 1109, 73 L Ed 2d 1370, 102 S Ct 3 489 and cert den (1982) 459 

US 825, 74 L Ed 2d 61, 103 S Ct 57. 

16. Bill of particulars 

In prosecution for violation of 18 USCS § 1510, government should be required 
to disclose identities of unindicted coconspirators, persons who were present to 
witness overt acts as well as specific means of intimidation, force and threats 
of force by which defendants violated § 1510. United States v Thevis (1979, ND 
Ga) 474 F Supp 117 , affd (1982, CAS Ga) 665 F2d 616, 9 Fed Rules Evid Serv 1025, 
reh den (1982, CA5 Ga) 671 F2d 1379 and reh den (1982, CA5 Ga) 671 F2d 1379 and 
cert den (1982) 456 US 1008, 73 L Ed 2d 1303, 102 S Ct 2300 and cert den (1982) 

458 US 1109, 73 L Ed 2d 1370, 102 S Ct 3489 and cert den (1982) 459 US 825, 74 L 

Ed 2d 61, 103 S Ct 57. 

17. Statements of prosecutor 

Court properly overruled .motion for mistrial in 18 USCS 5 1510 prosecution 
when prosecutor stated that defendant could have threatened to murder anyone and 
told jury everybody was standing around laughing and that statement was not 
threat, since there was no misstatement of fact in prosecutor's statement. 

United States v Carzoli (1971, CA7 111) 447 F2d 774, 18 ALR Fed 864, cert den 

(1972) 404 US 1015, 30 L Ed 2d 662, 92 S Ct 673. 

18. Burden of proof 

18 USCS § 1510 requires government to show circumstances under which 
communication of information was sought to be obstructed. United States v 
Carzoli (1971, CA7 111) 4 47 F2d 774, 18 ALR Fed 86 4, cert den (1972) 404 US 

1015, 30 L Ed 2d 662, 92 S Ct 673. 

To prove violation of 18 USCS § 1510, government must prove beyond reasonable 
doubt that (1) defendant willfully endeavored by one of means set forth in 
statute to prevent communication of information relating to violation of federal 
criminal law; (2) that action was taken to prevent communication from being made 
to criminal investigator, that is, to individual authorized to conduct or engage 
in investigations of or prosecution for such violations; and (3) that defendant 
knew that recipient or intended recipient of information was criminal 
investigator. United States v Abrams (1982, SD NY) 543 F Supp 1184. 

19. Evidence; admissibility 

Facts surrounding arrest of suspects, appropriation of their cash, division 
of spoils amongst arresting officers, keeping part of contraband for sale, 
solicitation of bribes to conceal evidence were all admissible to show pattern 
of conduct by 18 USCS § 1510 defendant to conspire to obstruct lawful operations 
of government and sell some of narcotics involved. United States v Papadakis 
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(1975 , CA2 NY) 510 F2d 28 7, cert den (197S) 421 US 950, 44 L Ed 2d 104, 95 S Ct 

1682 . 

20. -Sufficiency 

Defendant's conviction under 18 USCS § 1510 could not stand in absence of 
evidence from which jury with justification could find that he knew of 
informant's status as person who intended to convey information to federal 
investigator and also knew that at time of assault informer possessed 
information relating to criminal violation of laws of United States. United 
States v Williams (1973, CAS Mo) 470 F2d 1339, cert den (1973) 411 US 936, 36 L 
Ed 2d 396, 93 S Ct 1912 . 

Where evidence showed that businessman had given defendant public official 
bribe, that after businessman received subpoena to appear and testify before 
§federal grand jury he went to defendant public official to discuss matter, that 
defendant told businessman to tell grand jury that checks were for work done by 
defendant's wife and for accounting services and advice respecting tax shelters 
given by defendant's accountant although no such services or advice had ever 
been given, and businessman thereafter testified before grand jury falsely along 
line suggested by defendant, it was sufficient to sustain conviction under 18 
USCS § 1510. United States v Gates (1980, CA9 Nev) 616 F2d 1103. 

21. Instructions 

In accused's trial for obstructing federal criminal investigation, failure of 
trial judge to furnish guidelines as to nature of offense, and failure to advise 
court members they must find that accused willfully committed offense proscribed 
by 18 USCS § 1510 constituted prejudicial error requiring rehearing. United 
States v Canter (1969) 42 CMR 7 53. 

22. Verdict 

Finding defendant guilty on first 13 USCS § 1510 charge of endeavoring to use 
force and violence was not inconsistent with acquittal on second count of 
violation of 18 USCS § 1510 for actual use of violence. United States v Kozak 
(1971, CA3 Pa) 438 F2d 1062, cert den (1971) 402 US 996, 29 L Ed 2d 162, 91 S Ct 

2130. 

23 . Sentence 

Imposition of consecutive -sentences for bribery as violation of 18 USCS § 

1510 and as underlying violation of 18 USCS § 1952, "Travel Act," was proper, in 
absence of evidence of contrary congressional intent, since proof of "endeavor" 
under 18 USCS § 1510 requires proof of actual bribery, but proof of "attempt" 
under 18 USCS 5 1952, would be satisfied by attempted bribery, and therefore, 
proof of one offense would not necessarily prove other; argument that 2 offenses 
were directed at same evil of commission of underlying felony fails, since 18 
USCS § 1952 is not used merely to provide grounds for federal jurisdiction, but 
rather, use of interstate facilities poses its own danger. United States v 
Stafford (1987, CA9 Cal) 831 F2d 1479. 

24. Collateral disciplinary proceedings 

Conviction for violation of 18 USCS § 1510 warrants suspension of California 
attorney from practice of law for 4 years. Re Lindgren (1979) 25 Cal 3d 65, 157 
Cal Rptr 518, 598 P2d 488. 
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ABC NEWS 

SHOW: 20/20 >A3C 9:00 pm ET) 

January 12, 1996 
Transcript n 1502 

TYPE: Show; Show 
SECTION: News; Domestic 
LENGTH: 3476 words 

HEADLINE: Hillary Clinton Speaks Cut 
GUESTS: HILLARY RODHAM .LINTON . 

HIGHLIGHT: 

A 20/20 exclusive inter -lew uith the controversial first lady, who answers 
questions about her rcl. m White *s ter the travel office firings, Madison 
Guaranty, Canto Grande and .oar nev boc.-: . 

BODY: 

HUGH DOWNS, A2C lews Occd evening. I'm Hugh Downs. 

EAREAZA WALTERS. AED Me s: Ar.i I'm 3arrara Walters and this is 20/20. 

ANNOUNCE?. : From ASC New*, arcur.d the worfo ar.d into your heme, the stories that 
touch your life with Hugn Dov.ns and Barcara ’Walters, this is 20/20. 

Tonigm- 

BARBA?.\ WALTERS: Mrs. Clinic.., he .v did ytu get into this mess? 

ANNCUNDZR : - the first lacy and Earoara Walters, face to face, confronting the 
damaging new claims making sensational headlines. 

EARS.-.? A ’a’ALTZ.ES : The oimure that's ccmiuc tut is of this domineering first 
lady. 

ANNOUNCE?.: What cces sh say aecut Whi" avatar, t.te travel cffice scandal, the 
mysterious death cf Vir. tent ester? 

KILLA? V aCDHAN. CLIN7CN : ’e t..ed m.ayc- . m i.s start.-/ as -e could have, to 

answer peoples' cuestic: s. 

A\TCT*?"?.: And her impa't in the oresi- -. .t ' = iut .re 
BARE.-.?'. WALTERS: Are yc :0 :m a pc li an ill tv? 

ANNCUN DR ; A Barbara Wo ter- excl :sive ._i trs first lac- under attack on all 
sides and firming hack f.n.lly. Hill ■ I. .me.; Sceaxs Cm. 
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And, a story to share with family and friends- the wonder cf magnificent 
humanity. She needed a miracle to live. \ 

LES McMANN: [sp?J I had two young kids that needed me, you know, and I knew that 

I coulcn' t leave . 


ANNOUNCER : And she got one from a total stranger. 

RHONDA DUNN: [sp?] I ccr.'t think I ever got noticed until 2 walked into the 

hospital that day. 

ANNOUNCER: An extraordinary gift that linked them forever, oody and soul. 

RHONDA DUNN: I touched r.er life and she touched mine also. 

ANNOUNCE?. : We brought them together, and otners, a joyous meeting of medical 
donors and the people trey saved. 2ob 3rown with a story of human compassion 
that knows no bounds- A Gift From A Stranger. 

Plus, s rust see if you wear glasses cr dread the thought. Seme day this could 
be you. They're lining .p for the hot new tecnmque that puts distance in focus. 
Cr. Cimotr.y Johnson higuligms the booring easiness that’s correcting 
nears ig.otedness permanently. Threw Away Your Glasses. 

Those stories, tomgr.t, January 12th, 1996. after this brief message. 


Killary Clinton Speaks Jut 


HUGH CCNNS: 


Hi : larv Cl 


1 -J ,.T-^ 


SUppCS-'* 


America 


a.ac 
an vt 


H a roar a 


i to be on her i -tenant new bem 
. and we will ta k scout t.aat a oi 
ous marges r.r.d .arc criticism tf 

rar.y Aremar.s cr. 't understand t 


g, that's i-lega_7 Has she beer, t e 
craven cue seer-” to sit ccwn at t 



this wee? 

But mer- 
: t 1 acy , *. 


:as 


House fo: 


the spotlight was 
. of cnildren in 
s now an avalanche 
.o has been called a 
■tty are on the line 
ne done, if 
11 this week, 
an exclusive 


SAP. BA? \ WALTERS : Well t he neadlmes this wee.*: dealt with records suddenly found 
and re- os newly discovered, a caper trail mat has led even some Clinton 
loyalists to vender is Hillary* Clmccn a liability to me president? The White 
House ..-as a picture costcard m tr.is wee.-: ' s snow. as quiet and still outside and 
inside as I've ever see: it. When «e met wim Mrs. Clinton, s.ne appeared 
cmfiomt and seret.e, s ~ ir.gly unruff' e i by this wee.-: 's sterm of controversy. 
Sr.e'd read tr.e accusati *ns tr.at me was moons latent . cr worse, a liar, and sne 
was ready tc sit down a..i reply. 


! interviewin'?' ** rs . Cliutrn. instead cf /cur new boc.-c being me issue, you have 
become me . Hew d c you ge~ ir.tc m_s .ess. wr.ere ycur wr.cle credibility 


KILLAF" TL7NTCN: Eh I asK myself tr.at every cay, Barcara, because it's 

very £ rprismm nnn ten :sm.g tc me but ve ••= ha i questions raised for the last 
four y ars. r. - *e..tui y tuey'i-r ans ■' r = : r.u tr.ey gc aw-. / and more 
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questions cone up and v '11 just xeep doing our best to answer them and 
hopefully it'll end at -orr.e point. 

BARBARA WALTERS : Are yc . distressed? 

HILLARY ROE HAM CLILTON: Occasionally I get a little distressed, a little sad, a 
little angry, irritated. I think that's only natural. But I know that that's 
part of the territory and we'll just keep plowing through and trying to get to 
the end of this. 


BARBARA WALTERS: Well let's talk about some of the things that are so much in 
the news this week. The travel office- last week, a 1993 memo by a former White 
House aide, David Watkins, was made ouclic, m wnich he says that you were 
responsible fcr the fir. r.c of sever, people in the White House travel office 
because you wanted to have an Arkansas travel agency take it's place, and there 
would nave beer, nothing illegal about ycur doing that. But you have said you had 
no idea hew tr.e decision was made and tr.at you had nothing to do with it. 

HILLARY RODHAM CLIMTCM: Basically. 


EARBARA WALTERS: Is he l/ir.g? 

HILLARY RODHAM CLIfETC!! : Well I tr.ir.k wr.at is fair to say is that I did voice 
concern scout tr.e financial mismanagement that was discovered when the president 
arrived here in tr.e Whme House travel office. I thin* that everyone who knew 
about . t was quite ocnc - rr.-d and wants:: it to be ta.<er. care of. 3uc I did not 
ra*e t..e oecieior.s. I c. . t net direct anyone tc -ake the aecisions, but I have 
acsolutely r.c noun ths 1 did express concern, oecause I was concerned about 
any kind of financial mismanagement . 

BARBARA WALTERS: So is -t a question of how much concern? I mean when you say 
you had nothing to dc w_th it and he says veu had everything to do with it, he's 
either net telling the “.rum or it’s a misinterpretation. Vine re are we? 


HILLARY RODHAM CLILTCN: Well I Cr.ir..<- 1 don ' t know, because I'm not aware 
exact./ cf wr.at lec nr :: say t: at . E t tertamly .Mac McClardv, who was the 
chief of staff, took re ■ c.txsibili c. fci the cecisior.s, r.as said very clearly I 
cid r.ct tell r.im to do i.nything. r.e mane tr.e aecisicr.s, but he did it in 
consultation with many .eccle wr.tae ac*'ice he sc-gnr, whose concern he listened 
to. Sc I t h i r. . veu knew, that's some or. my tr.at I'll have t o let someone else 
explain. 


BARBARA WALTZ- S: Ycu se - 
first lacy. ytu know t;..r 
vr.ich re rat ■ you'd beer 
service agent s . He says : 
would not rave beer, tel 
v.as this secret aemce 


' e cict-re tr.at' s 'cnir.g cut is c : this domineering 
and i.. r.is -e-o r.e refers tc ar. earlier incident in 
■ '-"-Cos over .is tailure tc transfer certain secret 
fearer any celay m firing cne travel office members 
,ed by ycu. He sa _ d tr.ere would be hell to pay. What 
n ier.t .' 


• - LLA.D. F.CEHA’ : CLIL'TEM: .'e.l I'm rot s .re wr.at I avia Watkins is talking about. I 

car. re .1 you ...'.at I war “trarr.ei acou* . ,\:.d agam, expressed it. There had been 

some stories tr.at were *. cr? -i am i muted :o secret service agents - 

BARBARA WALTDIB: Tr.at y i r.a d thrown a _a-p cr a bible at - our husband. 
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HILLARY RODHAM CLINTON: A lamp or a bible cr a Mercedes Ber.z or. you know, there 
were many variations on it. When stories like chat get into what I consider to 
be respectable journalism, it does bother me, and it particularly bothered me 
that tr.e secret service was being used to try to substantiate untrue stories and 
I couldn’t understand t:.ar. So I was concerned aoout it and expressed that 
concern. 


BARBARA WALTERS : Did ycu ask to have certain secret service members put in 
another detail? 

HILLARY RODHAM CLINTON: Me . No. I wanted the situation cleared up because- both 
for the secret service's sake, which is, after all. charged with a very 
difficult task and we have a great relationship with them, but also for my sake. 
I mean, you know, I have a pretty good arm. If I'd thrown a lamp at somebody, I 
think you would have known about it and, you know, when those things are said, I 
just don't want that tc get a life of _t's cwn. 

BARBARA WALTERS: So you wanted tr.e situation controlled or what? Use your words. 

HILLARY ECU HAM CLINTCN : I want- right. Well I wantec. for example, the secret 
service tc be acle to say that didn't happen anc- 

EARBARA WALTERS: Did th-V/? 

HILLARY RCDH." *4 CLINTCN: Ch yes. I mean those stories stopped. 

BARBARA WALTERS: Did you e*'er throw a lamp at ycur huscar.d? 

HILLARY EC THAN! CLINTCN: Nr I didn't. 

BARBARA WALTERS: Did yc ever throw a Lio_e at your husband? 

HILLARY RC CLINTCN: ..u I didn't. 

BARBARA WALTERS: Do you have a terrible tempera? 

HILLARY RCCN.'Y CLINTCN: Nc, out I oo cet ar.gry aoout things. I'm not going to 
cer.y that. I io- tr.e re are things that I think are wrong cr things that I think 
sr.ru id be fixed ar.d I am not at ail shy aocur expressing my opinion. I try to be 

a dire rt person and- but I don't tell people what tc dc . I aay here's what I 

tr.ir.x and I'- ccncerr.ec about tnts. 

BARBARA WALTERS: [voice-over: Then there is the ouesticr. or Madison Guaranty, a 
failed savings anc I oar. regulators say financed shady real estate deals. 

Tr.e bank's failure rest taxpayers S5G ml lie;: . Hillary Clinton was what her law 
firm called 'the billing partner* for tr.e Maniscn account. 

[interviewin'-; There is a iisput- as to how ~ucr. work you iid for the Madison 
Cunrnr.ty . 7: have aaid _ t was rr._-.imal investigators say you had a more 
ir.vclv d r .. titr.sr.ip. Y.vs. Clinton, I thir..*: most people don't understand it, 
tr.vy ~ n't r ie hcv mu cr. yu bill ec or row -.ucr. money ycu -/de. But what they dc 
tr.mk . s v - r* yc.: av.«rt of any s any p-arti c*s tv actua* w. ongcoing on the part 

c: tr.:-- ss.* i: go ar.o loa : wm : ycu ni _ -gi- wore? 

HULA? ’ H.'CH-Y CLIN'CN 'lute not 
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BARBARA WALTERS: You did r.ct k.ncw- 

K ILLARY RCDHA.M CLINTCN: Absolutely not 

BARBARA WALTERS: Even in the ir real estate deals? 

HILLARY ROE HAM CLINTON: No. absolutely not, and m fact, this whole matter 
originated because of c.*is Whitewater -and deal and we said, when that came up, 
that tr.is was a failed real estate transaction aoout 20 years ago now, where we 
lest money, and people sate well crave it. So we proved that. Then they said 
well, okay, how about mis' The person you were m ous mess wit n also later 
bought a savings ar.a lc*n. 

BARBARA WALTERS: Mr. McCougal. 

HILLARY RCCH.'M CLINTON: Mr. McCougal. I id ycu cet mcr.ey from that savings and 
loan? ’as me money enameled to ycu? v.e said absolutely not. 

BARBARA WALTERS: Old it .m cowarts the presicer.fs campaign ? 

HILLARY El EH AY CLINTON: L_ ,:rt , a. stint-fly r.c*. , and, m tact, an independent 
study mac n.as beer. dor. me At sol . c im- 

B. ARB AR.A WALTERS : Trust. 

HILLARY EC EH* X CLINTON: - Trust Etrportticr., the RTC . by ar independent law 
firm, .-.as loe-ced at tha- W.-.ne water ar.c Madison matter arc said, indeed, what we 
said t.tree r.rd four yea . s ago was me rase. 

BARBARA WALTERS: But they didn't have the billing records that they now have. 

HILLARY REE HAY CLINTON: .-.'el-, but mat i a r.r: really the issue. You know, a 
rcr.th tgo , p-cp _ e were r'::u up ar.c enwr. because me billmg records were lost 
and mey chougr.t seer r ../ igr.t . ave c-at_*r**;d mem. New me records are found 
ar.d they're mmpmg _c ... town, nut I a o.t: tr.e retorts -ere found. I wish 
may r.-d eeer. ftur.c a y..»i* tr two age. uecause mev verify wr.at I've been saying 
from me ••=ry beginning I wor.<eo aoout ar. hour a wee.< ter 15 months. That was 
ret a lot t i wc r for me. certair._y . 

R.' EE. A" A WALT T-.S: Cr.e ct the frsuculsnt leans ct Yadiscr. Currant*/, which has 
getter. su-mly a let c: a: te.ntim. is smemir.g ca. lei Tasc-e Grande. In a 
i err. “tat mart . ycu said you had r.c rr.encra nr ucrr.ir.g or. Castle Grande. 


HILLARY R.ECH.AM IL INTEL s riur.t. 

BARBA.:- V.7LTEES: But tr re till mu rer_.es sr.cv **cu mace 1-, tc 16 phone calls to 

r ■' - :: th-i -:-;tr pa.ci is. a -ar. r.a.iei Seer -arc. ar.c \ 1 so drew up documents 

rmne.--.ee .;tm last- e B.au:e. Tr.- tig ./.mg aoout mis . ag-.m. to most people, 

:r sg- ,r. .-« - r.tradi :t 1 1 .. 

HILLARY ELINTRN- Ar. u mer • = r.c* a tc .tr: utet tor. Erstle Grande was a 

-rail - p- : m a piece : : crepe. t that was sent I. Ill a ties oig. I never did 
• er.< r -a_e Erar.de. r.e er at all. Ar.d s: wner. I was as.--.ed aoout it last 

mar. d :*.‘t recc ~r. 1 1 - m. I d.i-.’t rrr.er.r -r it. The billing records show I 
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did not do work for Castle Grande. I did work for something called IDC, which 
was not related to Cast _e Grande. 

BARBARA WALTERS: Was that Seth Ward? 

HILLARY RCDHAM CLINTON: And Seth Ward was involved in that on behalf - 


BARBARA WALTERS: Separate deal? 

HILLARY RODHAM CLINTON: Separate deal completely. So. you know, we've asked Mr. 
D'Amato, tell us what the inconsistencies are. I mean any time we've been 
accused of something, eventually we have proven that it was a dry hole, that it 
was just another in the string of accusations and we will do the same with 
these. 

BARBARA WALTERS: Mrs. Clinton, while we are clearing up rumors, you know there 
is the rectcurrino rumc- a rout vcu and Vines Foster, what was your relationship 
with him? 


HILLARY RODHAM CLINTON: Oh, he was one of tr.e r.y dearest friends, Barbara. He 
was a colleague, he v/as a partner, he'd beer, a friend of my husband's since they 
were boys : i four or five years cf age. and I miss him. I r.iss him very much and 
I just wish he could be left in peace, because he was a wonderful man to 
everyone v :o knew him. 

BARBA.? \ WALTERS: You knew, tr.e re is then this whole business after his suicide 
of whether you tried tc nave records removed or have them a cammed before they 
were shown to the Justice Department and ycu have said that you did nothing to 
imped*. the invest icatic - into his deacr . kac no concern over access to the 
documents m his office. = .;r then there were these blizcarc of phone calls, you 
were in Arkansas visiting your nether, from the chief of staff, Maggie Williams, 
and the White House Counsel Bernard Nurub^urt from your close friend, Susan 
Thomases, phone calls Lack and forth. Lac.-: and forth, ar.d v.ner. Mrs. Williams and 
Miss. The* s testified before tr.e Senate committee, they *:eep saying they 
can't rerre bcr. So acam, it ail seems very mysterious and it looks as if you 
had st eth. nc to cover to. 

KILLA'Y RCTHA.M CLINTON: :c. know. I war.*, tc ce very clear aeout this. 

BARBARA WALTERS: Okav. 


HILLARY RC I HAM CLINTON: There were no documents taken out of Vince Foster's 
cities on the night he tied and I cid net direct anyone to interfere in any 
investigation. I know v:-ry well wr.at wo were talking about. We were grieving. We 
v*re s-pcnrtmg each ct.'.er. I was askir.o guertic r.s accut new other people who 
v -re c .oso friends and colleagues cf V_r.ce were doing, hew nis family were 
c rir.g, a r. • seme of those pr.cne conversations consisted cr us sobbing on the 
F : me . 

F * REAR \ WALTERS: Ar.d nr*.::;: was taken from Vince Foster's tffice that you asked 
:: ha * - 1 licked over ke - rtn tr J eye- :: tr.e government ? 

HI LIAR ; FT 1 hi-:*. CLINT2N- - . ir. * t ; *er. ■ .o'-.- :. i ic turner.-. of mine in his 
cilice, so that doeen'r any s-nse . t _1_. 
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BARBARA WALTERS: You know, on the one hand, the fact that mese two records, the 
billing records, and the travel memo come up this week; is certainly not 
something you could have wanted when you're trying to publicize a book, right? 


HILLARY RCDHAM CLINTON: That's right. Absolutely. 


BARBARA WALTERS: Althoucn Senator D' Amato said- implies- that they were going to 
be found anyway and that's wny you had to release them, but the White House is 
not grandma's attic anc for two years people have been locking for these 
records. They were in ycur personal effects. I mean one wonders why they were 
just found new? 


HILLARY ROC HAM CLINTON: Well one c: them was. 

BARBARA WALTERS: What does it look like up mere with your records? 
HILLARY ROT HAM CLINTON: I: _s a 7 ess . " mean that is something thac- 
2AR3AR \ WALTERS : That's .’.arc to undersi .nd. 


HILLARY EC EH AM CLIN7IN : hi: I thm-: pecrle do need to understand that there are 

millions of pieces of cm-: in me Whit- House and for more than two years now, 
people have been diligently ae arming hit. you know, it's something that I can't 
explain because I wasn't part of finding it, didn't even know it was there. But 
I’m glad it '3S fcur.c . 


?A.RBA r A W.’LTCRS: Why dcr.'t you ] uat go ip to Capitol Kill and talk to the Senate 
committee yourself and get mis all over wim? 


HILLARY RC CHAM CLINTON. Nell, we’ll cooperate anc we'll do whatever is 
necessary. There is not toy whe wants m_s over more than I do. I really want it 
to be finished wic.t. to ermg this matter tc an end 

BARBARA WALTERS: And if it takes your coir.g and testifying yourself, you'll go? 
HILLARY RT''”'. CLIirTCN: I'll do wnatevs.' it lanes to cooperate. 

BARBARA WALTERS: I have i touen questim to ask you. 

HILLARY P.C“:t.*M CLIN7CN : Oh fear. All vcir questions. 


B.’.RBAR.A WALTERS: Co \cu mm: mat you re oewommg mere of me negative than a 
pc sit t e force for -our :usoar.d' Are yt ; oncoming a political liability? 


HILLARY EC CHAM CLINTCM 




t? an~ er • • z 



pies ' 


ges:: , 

to an; 
cues’ 


I hop: not because I love my huseand and I really 
: anc I want * : .trip mm. But I nave campaigned with 
i . er since I ' **e r.r.rwn him, and I*- going to do the same 
‘Otter.. .At th*-- er. a tf the day, American people will 

r.’er up. there -i r.rmir.g tr.at we nave done that should 
.- . We" ? trim, mayce not as smartly as we could have, 
:ns, cut we'll keep dome tr.e best we know how. 


HY3H T 'V.’NR : 'Nell wh-r v. - nme oar: mo: . of Barbara’s exclusive interview. Mrs. 

Clint--, or. the plight c- mt.drsn .r. At ; rita tr.e question of aoortion. divorce 
r-f t re ttme c sr.e's had “o ci"s tc: u- in r.*-r own marriage. Stay with us. 
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[Commercial break] 

BARBARA WALTERS: Today : s the puL.rcatian date for Hillary Clinton's new book 
about children. Mrs. Clinton. as we na’.'e already seen, has strong opinions, and 
so it is with her proposals to help our cr.ildrer. . The boo.-: is titled It Takes A 
Village, meaning it's evervone's job, not just parents, to raise America's 
children. Mrs. Clinton says she wrote me book herself and the White House 
provided her copious lcr.gr.ar.d notes to prove it, for this book seems to 
represent Mrs. Clinton's deepest concerns. 

[interviewing] Your boc : taxes some very strong stands. This is not what some 
people thought was going to be a nice, soft boo* to show that you had a softer 
image. One of the controversial parts cf your book has to do with health care. 
Remember health care? 

HILLARY R7"Y'M CLINTCM: Yes. I dc . ver: well. 

BARBA" \ WATERS: Yeah. Okay. You speak or Medicare for older people and you want 
it : c •• chi-dren. You want universal health care for children. You want federally 
iur.de or funded early -• .-..ration. Head Start You want funding for proper day 
care. You seem to be swt r.mmg acair.st tne tide, you know? All we hear about is 
less government, less money. You're saying just tne opposite. 

HILLARY RCCH.--M CLIYTCH : V.’e . 1 that's cecause I tr.ink the tide is not going in the 
rig tt direction. 1 third: we are causing ourselves a lot cf problems because we 
ar:- r.'t doing what it takes to support families and I mean hold them 
accountable , hold then -esy rnsicl- . I t aiievi strongly in -arriage. I think that 
ciivor-e sn:old be harder for peoc.e wir.i children. I want : eople to take 
resger "lbi- ity for themselves and theii kids. But at the same time, I'm out 
there. I u.-.t hew hard it is for most Americans rig.tt new. They don't have a 
place to rut their chile test is safe and good, unless it can be subsidized. So 
for t. • . this is going _ tne rigr.t dir-rticr. because in the long run, it is 
cheat-: r t nan prisons, : ~ is cheaper man violence, it is cheaper than tearing at 
the c...-»lity cf our life together 

BARBARA WALTERS: Let's : s 1 about some of the sccia. issues. You have said that 
this is- cmldren wr.c h.v.e one parent are two tc three times as likely to have 
c-~crim.al .v*.d ber.avicral proolems as cmldren living in two parent families, are 
— re likel’* to drop cut of scnccl and get pregnant, etc., and remarriage of 
t:.etr ■ are.ts doesn't seem to better c.-.e odds, ’.hat's veur solution to the one 
y • rent dil -:-a? 

!-.* “HA" A WALTERS: What yvu've just recited from my book is the case, that we need 
•'re parents to born ge . marrieo end stay married m order tc support children. 

7. ere .'ill always be eu. actions . I write about my mother- m-law, who endured, I 
c: ink. violence ur.d acute mat sr.ould nave led to a divorce. But in many 
instances today, it is .ot mat extreme a case and I thin.-: we ought to do a 
little mere, ccth to ne_- parents stay tcgetr.er. but if it’s inevitable chat 
t: ey are going to divert.:. to provide ctuoattor. ar.d counseling so that they 
cm' t _et m. ir prcrle-* affect t.eir ill _L=.n. 

T ' 3 B AF A t.” ’ RS : Ann th _o you. tcc.-i yt .. .eave i. you ..n personal 

-•per: nc nd you ram ’ Yy strung fe-__mgs ac tut civcrm me it's effect on 

cu.ildr n . v> caused t? tt cite — tongue mere than a few -tm.es during my own 
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rarriage . ' 

KILLARY RODHAM CLINTON: Right. 

BARBARA WALTERS: When? Why? Oh I can't wait :o- 

HILLARY RODHAM CLINTON: All the time. I think any couple - 

BARBARA WALTERS: You've considered divcrce? 

HILLARY RODHAM CLINTON: No, never a divorce, but certainly I have thought hard 
about how a situation c?n escalate out of hand. You have tc really be committed 
to it and you have to be willing tc make compromises and tc bite that tongue 
from time to time. 

EAR3AF.A WALTERS : To make that marriage last, almost no matter what. 

HILLARY RODHAM CLINTON: At least during the childhood of those children, yes. 
BARBARA WALTERS: You've kenrd the expression murder yes, divorce no. 

HILLARY RODHAM CLINTON: Right, yes I have. 

BARBARA WALTERS: Did th?t ever apply tc ycu? 

HILDA** Y ROD HAM CLINTCN: N't, but -aybe snort cf that. I've r.ad , you know, just 
like r. _ 1 of us, we've had cur ups and cur downs but it's oeen such a great 
commitment for us ar.d : cr.ir.t navmg Chelsea made it ever, stronger. 

R7.R.5AR A WALTERS: I want to talk a little bit about Chelsea She's going to be 16 
next vent:;. 


HILLARY RO "'*■'* M CLINTCN: las, s.o* .s. 

BARD.' A* A WELTERS: You've kept her out of the press and the press has been really 
TV.erf gc: . f tout it. * 

HILL.' r Y RODHAM CLINTON ie . 

BARBARA WALTERS: Sha’l- re goir.c iff tc ccilege. Te.l us ;ust a little bit about 
her. '..rat -s she mtere-teu ir.7 ..:*r cc ycu t.nir.x sr.e wants to do? 

HILDA"? RCTHAM CLINTCN’ : 'Well, sr.e is still very interested _.o ballet. Right now 
i::.t v/ :;ts to learr. tc drive and get a uri’-er s license, wmth is something I'm 
livir.- in f -nr ar.d crenling cf, cut her fatr.er. wmch is * ery scary, is 
t'sr.v.ng k-r how to cn*e. So they're ravine a good time 

A WALTERS : Well there gees t.nac reia t icr.sr.ip there. 

HILDA" Y EC I HAM CLINTON : Yc . <r.cu they were comg everytr.ir.g from parallel 
::.-.rki: 7 to ricking up. . .e I bacr 'I sain we.l hcv.' ; it go, how'd it go?' 

/•:i s » sr.ii, "Nell, I : : can .earned .. Luc. Sc they r-ally have a good 
time. Sue 11 re 1 f_ „r. at c.-.ege t r. :: I m yust not -:..r.:r.c forward to that 

’’••-elf. I ..ill miss her *t mue.r. 
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BARBARA WALTERS: Let's not use Chelsea as an example, but _f you had a teenage 
c'uchter wuo became pregnant and wanted to have an abortion, not have the baby, 
v.-culc you support it? 

HILLARY KCCHAM CLIUTCN’: Oh gosh. I jusr even can't imagine that decision. I'd- 
I- I would do whatever I ccuid to support her and it would be a terrible 
decision and we can avoid that being the choice if children are given good, 
responsible information and ability to say no at an earlier age. 

BARBARA WALTERS: Do you feel that a parent should be notified if an under age 
daughter wants to have an abortion? 

KILLARY RODHAM CLIIJTOW: I believe in parental notification. I think there are 
«--■ t tons . There are situations in wnicn the family is so dysfunctional that 
r: rental notification is net appropriate. But in general. 1 do believe- I think 
tl.st : 'mil tes should be part of helping their children through this. 

FAEHAFA WALTERS: If you. r.usoand is re-elected, hew will you follow on the 
rupee -tiens that are ma _e in this bookl- 

H ILLARY EC C HAM CLINTCN*: Well one thing I'll do is try tc talk as much as 
r— oi ; :Ie about it, because I don't really want people, necessarily, to agree 
- h e , V t I want tr.e state of our children tc be the national conversation. I 
vrnt to have a conference this spring bringing together many of the people I 
: tout m the coc-u hose wr.r are actually cn the front lines doing the 
i"-:-':. Let'-' find cut ab*...t that. Let's bring it acme. 


I.* ' \ V. f * l.TERS : You wr: te about people pigeonholing people, especially women 
and :: .r. Co you think “ .V-ericrr. peer _e are ready yet to have a first lady who 
- rt rcr.c opinions anu or. agent - -. I 

HILLARY RTCHAM CLIATC.Y: : thin.* “t. I tr.ir.k some are and seme aren't and I 
believe that this has b -n a learning experience for me. c-ming here and not 
r-aily u nr. err tar.dir.c al_ t:.e expectations that people sort of put on this role. 

I : ' : * RA w;-“-RS: Tell re your greatest disappointment . 


•’*’ LLF.Y CLIHTCH: _ think that I dicr.'t know more be i ore I got here about 

• I soul .eve done a .jet tor too iron, tne very beginning. I really do think 
rk .t tkere could have beer, some different ways ct pursuing health care that 
r.rr.t have- I'm net sa-_ _r.g it wcu_d have, oecause it's sue:, a political issue, 

I think I could have done some thmes dot f e rent Iv ar.c l just could have 
k: :v;n more. I could hav- been better piepareo for wnat I was getting into, not 
t: t I wcild have been fully prepared. There is .coining that prepares you for 
this experience. But I tom.-: I could have avoided seme of tr.e mistakes I made. 

I?.*' BARA WAITERS: There is a nursery rhvr.e in your book. Co you know the one I'm 
t: :ir.g a- - *> 

HI V.FY F. ‘1 CLIHTC : . think . iw yes. 


r:~ \P\ T~?.S: I ecu'. ; s.y it. ..-.It yc sty it. 


::: LAF.Y RE~:-.‘M CLIHTC:: . : _e is :a of y favorites frem ■.■.:.er. I used to read to 

:: l-e*. . : war st a " ' :• in t: - sure-- te quiet as cc ul : be. a great big 
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ugly ran care up anc i his horse to -ne . V 
because ir. every person s life, me unexpecc 
it always ernes. None of us has a clear sail 
and seme ernes we don't ’ven know where they 
happening and it's realty a challenge to jus 


ou <now. I've always loved that, 
ed, the disappoint mg, the hardship, 
through life. We ail have problems 
re coming from or why they're 
t kind of keep going every single 


day. 


BARBARA WALTERS: I must remember that nursery rhyme from her book. 

HUGH DOWNS: Right. You .:ncw, wha: ’ s fascinating is that in spite of her attempts 
to change her image, sort of beccne more traditional, more benmd the scenes- 


EAEBAEA WALTERS: If, inched, she was trying to, year.? 


l-UGK DOWNS : Yeah, she still is ir. the center of a storm. Is this book of hers 
gem- to h 1"> her any ir. im that, io ycu think? 


VIA RS: : ccr.'t mink i 

i-i er - :e s I don't approve cf 
that er.oug . to maice pemr.le jump 


gornu to mare = difference to the Whitewater 
till be a great many people who will say 
s, even though she doesn’t order it, isn't 
dc wnat sr.e wants tc dr? 


HUGH DOWNS: The power c: me position. 


BARBARA ’WALTERS : That ’ J ngrt. '.rat this boo/: will give re: 
ciscurs zr.* cook, wrier. ..St many ery gtoc social agencies 
rrd s ~ fort::. It will g_ *e her me chance to shew what sr.e 
c-ir.mrs a a first lady with knowledge. We have never ha 

? rime be while ir. te '.'bite House. We nave rot tad a f 


is a forum to 
mat can help people 
-s, a first lady with 
a first lady write a 
rst lady quite like 


I think 


would 


where the money this book 


rT"“A WALTERS: It's ;. to c_ to children's hospita! 


he National 
de where it goes. 




v.’e. come . 




not going to feru?-- tocal strangers 
Boo Brown nas the.: tnumpnant stories, 


• whe . tve 


.ce 3 ca_::, Bar. ara ’Walters. 

uu ' ect mg yr . : self to a hospital 
ar. .-str.-sia . serious xedicai 
ic someone ~ ve never even met 
ct_y mat. v.-v would anyone want 
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to do such a thing? As Fob 3rcwr. weaves their stories, you just might 
understand . 


EOE 57.3KK, AEC News: /.*- _c —over* The Dunns are coming and the McManus are 

waiting for them. Thr f-.-oilies h=*ve never met oefore, but they've been 
anticipating this r.omerr. : s r a year because when Rhonda Dunn of Rocky Mount, 
North Carolina leaves her car, Les McMann of Cape Cod, Massachusetts , will set 
eyes for t::e first time on the person who saved her life. 

LES Mo.MANN: Oh mv god. Ch I'm crying already. 

LEE Me MANN : Soy, you're just like I pictured you. 

5CCTT DUNN : How are you? 


EKCNC.H DUNN: I couldn't warn to meet her and her children and to just know that 
I v.ts going to be a cam tf their lives for the rest of my life and she was 
alvv-T co:::" to ce a pa. t .i ny _ife. 

LEE N-'NNN: They re adorable. 

PCS r " T T N : '-'cice-over! The Me Manns children, Katie and Danny, were next in line 
to n— t a and her husband Scott and tc thank her for me extraordinary gift 

the - a ■•*. new have _r. common- their mother is living with an immune system 
trar.r • Ir.r.t : frem Eh mb;. Dunn. This strry is about how there life and death ties 
. are .ui It by science, ,t it* a also about everyone who's :*. ad a feeling in a 
cr: •: * mat somecr.e unk: was leaking cun for them. 

1E5 : Vy doctor r -d you're severely anemic and they said, you know, have 

’■ci. i -e:t d.r.oy? Have y_ hue a crest weight less? Have you r.ad night sweats? And 
I sai r.o to all ci the a cove . 

rcr- I "CNN : ‘voice -ever' 8 Because the had suffered r.o out warm symptoms, Les McMann 

; r.d : r hr - nd Ten were complete.*/ unprepared for the diagnosis she received. 

??:: : *U“N : was herrifiad tc find cut that my wife was diagnosed with 
lev':- . 1 I hr.ev; anr *.t leukemia was mat you die from leukemia. 

TCI r CNN: ! ’C ice -over! Her only manor cf overcoming me leukemia, a cancer of 

thr r! ccd, was to have ‘ erne marrow transplant. But no one in her immediate 
far- ily was a suitable m to.. as a ncr.cr. Instead, they had to hepe that a donor 
mould be found s.t.mewrei*- o:: a list cf nearly two million volunteers. 

IE' McMANN: ~o we waited and we prayed a lot and hcced a lot and, you know, it 
a mu* time. 

r~D E“C'*N: at , ..ould you say in your prayers? 

• : re- 1 ly •..•*.* -.*- pray .r.o tor me 1 was praying for my children 
i e:ai 2 I ; tw • y. ms m.-> ' r.e-i-d m-^ y-u know, a::.: I knew that I 

' -*.:• * t 1 - I :- ** we *--. ve r_: rg oc f.r.d a doner 1 knew we were. 

I = N.*N: -tic --tv . .e or. -ioMauns pray-: 0 for a mr.u m Rocky Mount. 

N * * : I.r; . *> , , t . .r an v... was ; ust beginning nei r reer as a high school 

rr. 0 : try mer was .: - i:.g tc *~e ca.lei. Encouraged by a mother she 
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oc.npassi orate, Rhonda Dunn responded to- a drive to sign 
.'ulunteermg involves only a blood test so the donor can 
: is made, donating the marrew requires minor surgery and 
had never seen the inside of a hospital. 

RHONDA DUN!’; I don't th. 
that day and I realized 
Cross coordinators , I c: 
tir.e and I can remerrrer 
going to get througn it 

.r.k I ever get noticed until I walked into the hospital 
that I had never been in a hospital before and the Red 
?ulc see were worried, because you can back out at any 
looting over at them and saying I'm- don't worry. I'm 
. I'm fine. I'm just a little scared, but I'm going to be 

FOR BROWN: 'voice -ever] 

: v th j National “arrow : 

Here's r. the process works. This footage was supplied 
hr.: r Frcuvar.. The donor is placed under an anesthetic 


«ud t ^ marr-w is then extracted throucn a needle and syringe from the back of 
me r l w is . 7 he match with a recipient ~us: be closer ever, than the match for 
i.arrt or L.ver transplants beta ..-e the marrow carries wit;-, it the immune system 
mo the dm t t ion is tir.-.-i to co: nice v:itr. the careful preparation of the 
: e- ir • er.t . 


ZZP r-VNANN: 7ou under pt 
nr-ioiicn. *o by mat t. 

the two bays of chemotherapy and men the four days of 
ire. you're feeling pretty bad. 

r DB ETCNN : ] voice -ever ; 

ether 7 n?- - for at 1 : 

Recipients and donors aren't allowed to know each 
: ~z 3 ve= * sc me results of the transplant can run 

I HINT r*.r*: I had five 

tiny scars on my lower back that may should fade in 

7 z-y.r.l: ] voice-over’ 

mi out. tr.v Red Cross 

.-ut R her. la immediately sent a note to her recipient 
•. . r:. mg * : anonymously . 

it::::: r hope t: 

ma: frc~ you sc:n. Lcve , your done. . 

: IE E^T'DI: “Oic 3 -over' 

: / th **. a ~ ebr.ty c ' 

r.v: was - v ck a- scr.col teaching v_- .-.out missing a beat, 

I T/CH*”: ? rd3 is trul 

y a hero to us and we’re very proud and we love her very 

: Zz E~TN>.' ; ; voice- ever. 

• t piv’.r ir. her yard. ?. 
ic s* begin a series ; 

Her scr.ri. took up a collection tc buy a young sapling 
r. mo a get r.er first letter from her anonymous recipient 
: a:-: rnsr.g-s. 

: -CNr.\ I’JNN: By the -a ay 
• icer^tr-nc y overwhelm 
: 55 1 -er 

, .v-.i.i : get your first letter. I cried. Sccct couldn't 
mg emotions, but when I read it, it made you seem real, 

: ".s vc -e r--iiiy t 

r -a- id j : r i-ndjnip ever the year »:.d we found we're both 
yruugest :i t.nre- and I’m. the your. o- at cf three and she 

: r t ; . * r ;ust la.~: 



m n.a-:e . t tm ougn me surgery. me passed away June 
t. r.rrt ' uav- fe_t. v y mom. was a.so my best friend. 
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LES McHANN : A friend srr; I lose my ocm six months prior to my diagnosis. So I 
could really understand ncv. she felt. 

F HONDA DUN!' : I always felt that I would be called and when I was being tested 
ror you. I kind of felt deep down that 1 was going to be /cur match. I'm so glad 
that I was. lieing a donor has really changed my life. 

L£S McMANN: June 3rd is your birthday and you're turning what, 26? 

F. HONDA DUNN: Twenty-si::. 

LZS McMANN: Gosh. 

FOE EF.Ch'N: [voice-over] In. April of 1S9E, we brought the Dunns with us to 

Massachusetts so they ar.d the McManns could finally meet after the first year of 
the tr?.-?:' ' nt had passed and prvec a success. There were the initial exchanges 
cf gift - -ors.-ge. a cake, sma_l things of necessity to acknowledge that what 
I .none* ic: . he c. id exporting net. ting m return. 

F'-DNTA " T ." ‘ : I touched her life and she touched mine also. I think I'm a better 
terser. ! ec. use of it. Fhe race re realize how special life was. 

FD3 EFCM*!!: [voice -eve’*' In the course rf a year, we broug.tt together another 

donor ar.d reripier.t. continue i t.te story that tr.e Dunns and the McManns had 

begun itr .o . 3co ate I 'C'e De- y.n [srTj already had gcr.e through a long and 
heart -••rer.rhing process of needir.g a bore narrow transplant for their daughter. 

: *.er. rh.-t -r'erivr.ce motivated them to :oin the list as cor.ors, what happened 
: --xt ■ - a tch that defied the .aws :f cr.ar.ce. 

r '3 T* 'V: "ou right on_l it fate or, you know , a higher clan. Maybe god had 
t.iis ; _ .: us all along, you know, ycu can't really ever know. 

FT? EFCVN: h'c ice -over ■ The Demyans and their two children. Kelsey and Ryan, 

live ::: Youngstown, Chit. Their first caughter. Taylor-Ar.r.. [so?] was a Down's 
Syr. dr — a child who air- :ad to battle leukemia from the t:.~e of her birth. When 
me reached the age rf • :o . mcr- irgerriy needing a bone narrow transplant, the 
! err.yrrs ir. .:"asir.?i\ / ::vi • d tret r.c or.-.- in their immediate family was a match, 

drive tc r---ek donors v.r.s followed by tr.e local media, but the breakthrough 
e from r- rse rs . 

7 \T A’.r'-'A! : [From new*? clip] Tr.e Demyans were just told that a full match 

t ror y e been four. a in France. 

F 'Ti " :: : [voice-over; The bone narrow was flown to the U . S . and local 

: r.i- . r .ser * helped ?=" th- Deo.yr...s expenses t: Seattle, 'where the transplant 
. . p r for- • and tor ~.y uns bvy-.n a . -no weir for result.-. 

:~*3r" FET. A r.i I o rea. r. c tu ir*. :r. front : her. because I 

. n* - I tec ,;et t...r. = to .-r as mrr.-.l a.s possible f r her and I thought 
. : : ft - •: 3 u leer . let : t=ar fall or.i sne put her head up and she 

• t ar. kis my ohr-i--. and r _t her .read ccwn lire she was taking care 

i : ■•*.-. rr at*, sc- - tr.-n'- that- I I ;..s: thin.-; sr.e .r.derstood that we 

■ •: 2 t - o •. r hr, ' . :o f oi ..si . 
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FOB BRCWN: [voice-over] But after two months of seemingly cood results, the 
career returned. The bore marrow transplant had failed. 


THESIS DEMY.'J! : And I crawled ir. oed ar.c I picked her up ar.c I held her and she 
opened her eyes one last time art looked at me and I shoo.-: my head yes and she 
took ner last breath and it was like sr.e waiting for me to say I'd be all right. 

'EOS BSCWIs [voice-over] Taylor -Am died in 1991, just before her fourth 
birthday. Debbie Demyan, who teacr.es early childhood development, and Bob, a 
postal carrier, returned to their daily routines, happy to have two healthy 
children, always knowing that Taylor-Ann would hold her place in their family, 
as well. Sri:: Sob and Decbie signed up for tr.e bone marrow registry as donors, 
c-r.ri it was r :b wr.o get the call mat he was a potential match for a recipient. 
The rest c : me news exceeded his hopes. 

EC" DTMYAN’: They tolc us that it was going tc ce for a little cirl. 

rCS BTH.'M: nd it ws" -triotly oomt ider.ee that it went to a little girl? 

res ET:‘V.-..V: Ves. As soon as I hur.g up tr.e phene, I just had this sense of relief 
c*r.’ : . b : r • me - ite emotional, actually, and scner.cw I kina of knew there was going 
m be t e- seemed li!:e there was a reason for everythin o that happened. I 
mink I re* oer saying the were finally, like finally mere's a good reason why 
-.•ylor : i- It's like me died and ar.c t ner person lives. 


EG" mice- over 1 The bone narrow traveled from Youngstown, Ohio to 

:urre.\ British Jolunon ..= c ? [ t_ a g.ri v:h" had emigrates wit.n her family to 

< v fro- embay, I r.d_a. She _ : Valerie Maoaret h, [so?] the daughter of Trever 
sc? ] and T'tilia sasarath [so ; . Her mass at .Maple Green Elementary School 

< derided “diene's f i m.t wit r. -eukemia. She was hospitalized at the age of 10 

: or o -.e-ot.: rapy and w:i v: her ooniit.on hsc grown so bac mat doctors considered 
: nee -mg -• • hopes cf a marrow transplant, the search for a donor produced the 
r i 1 o : . .v- e ctn.er tn.ing. m.azrn^s are most likely to be -ace oetween donors 

• n . r : i . c i ; inn the sa-e rsm..l or mm r csc.cgrcunds Valerie's marrow, her 

•me::- told, hsc. . t fro- a w.nte Amen car. from tr.e midwest. 


'171? “TK : There wasn't r.r.y r?;-.::i:r. 

here you me start _..g so -.ary -entments apart and yet somehow 
■.vs .-rfeoi T.atm c;-.-e up 

T" J VET ::AG;,*ETH: I S = .* as a r.racle. 

v gtk: a nr-de. 


tic '--ever And the -i.-aol-s. after a year r.ac passed, was still 
•ue:t Ze .: eoa~e n rare to tr.e Xaoarscr.s a - d tr.eir friends after 

:y~v.;s r rrmcrncm. - . .m on SeptSToer 25th. 1595. the Demyans set 

'• a mu: to Vancouver, net or._y to meet Valeris, but also to 

lie's cm- .is of w: :e. own experience h. . taught them. 


: :*• 


b 


. that 
? g <ve 
I d ' i 


me mr. or m.ai gave tc Taylor and I pray for 
•mod :rf..l o_essed life ecawse of wnat she- 
S : I mm: ; orders:. o what they're 
fid mat Aiy. : dor. t r.t tn.em to* be 
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indebted to us, to feel indebted -.o us. you know, because this isn't something 
re die for that reason. This is me thing we did because ve had to do it, 

P.C9 DFV.YAN : That's right- Hi Valerie. Hew you doing, honey? I'm so happy to see 
you. Y-u I'm’: mere beautiful in person than the pictures. 

CECILIA NACARETH: We just want tc thank you. 

EC3 DEMYAN: Ycu're so welcome. You're welcome. I'm so happy to help. 

EC3 3F.CWN: I voice -over] It was exceptional enough that a match was made, more so 
that, as chance turned out, a family that hac lost a child saved a child, that 
t.-.is father from Youngstown and this daughter from Bombay had overcome so many 
r ids. p : lately enough, the next day was Valerie's 12th. birthday. 

T r **"V’: I feel great. I near, this r.as beer, a wonderful experience. Valerie's 
; re tty ut I know- : think I know .now she felt, though. 


TCB HF. T* 'i: : ]*-oice -over ; Around Valerie’s neck hung a small charm that the 

I invars had rent with tr.e shipment tr.at included her bone marrow. 'Someone very 
' , it read. tfapl * G-eer. Elementary Scr.col, where Valerie is back in 
class, wouldn't let rci Denys r. leturn tt Youngstown without a visit and a photo. 
; t fir-: , .11 the petcl - w- met :.y se-=- to have been joined by fate- the 

: r:*a nr. - an l “he Dunns. :-.nd the tnyar.s one tr.e Nazareths, uecause at any given 
“_*e. tor *.g to the 'lotions! Harrow loner Program, archr.d 2.D00 active 
■ red • ■ eir.g cmuuoted tc t no s at rh am.cng nearly r.vc million names. But 
i oreti = “5 gets too mum cr-. ;.t tor what people have o.r.e. 

■ — H 7' "eople can be wonderful, can't they Bob? It seems these people are 

. h.ely .o tinue tr.e i r relationship, I suppose. 


E'“ 'T: It dees. They certainly have since they've met. Rhonda and Les talk 
"t entr. cth :r every couple of weens . They've exchanged Christmas gifts and 
: . rondo is r.~ organic!::--' a drive m ner hometown tc recruit ct.oer bone marrow 
• mo rr and are remyar.s n d tr.e Haaarea.:.' , as well, have c t. tinned to correspond. 

!"* T ! V c ’» it al ay' a good .dea f : : tr.e poocle tc me-=- ? 


r I * **! r 11 that : s r.lv.ays a point .-.or'.n raising because before these 

’ ■ -rtf t plr.ee, tr.ey need tt be seriously considered uy all parties for the 

ter. 1 ticr.ai consequences . if there are any, and for the understanding 

.“t re = r/; cblogaticns ir. this process. It's dene strictly from the heart 

•er. _i ’ s . .e . 


Z I've alw.v/s ad- ire- : Iced ’ nets out these s-em even more giving. 
It s fantastic trig “non.-: yt . Her. 


: RS: 3ee. t..r.t was B .. . 

ri m' - s , my. e "~u don't *s’*e 

.-ai- : .us - -*?-■ o ar. - yr .v f 


Well next, if y r. hate the thought of 
Dr. Timotr.v Johnson has a medical 
th- .t rid . Slav ith os. 


re a 


:r 


las- e 
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ETWNS: Well word u spreading, and so is the excitement. A medical 
break, .trough is revolut _ cm cine cr.e treatment or nearsighted vision. Tonight, 
Er . Tiro thy Johnson will snow you how it's done. You'll be amazed at what 
advanced technology and ski ilea .-.arcs can acr.ieve, and some day soon, your 
doctor may <??.y throw awny your classes. 


r r . TIMOTHY JOHNSON, ABC News Medical Editor: [voice-over! They've made them 

better locoing, more scylisn. witr. different colors and interesting shapes. They 
cell us they are ever, youthful, sporty, sexy. 3uc no matter what they do to the 
frame*, they are still glasses, and for millions of Americans, they are a royal 
r.-.in. 


1st EYE 2 LASS WEARER: 
they 1- slip off . 

r -d E"-r_;.'.“ wearer : 


If they dor. 


I’m ccr.star. 


it ever your ear tightly enough, then 
scratcnir.g them. Keeping them clean is a 


:-d 

- • ‘.l 

r h 


"EARRR: Wrv?n it rams cr. veur glasses, it's a problem. 
WEARER: They break often. 

WEARER: Xy rat steps or. tr.em. 


T •. T * ’ *?THY JOHNS CM : [vc*_ ce -ever . .Host younger Americans reed classes or contact 

1 rose ::e;v.:se they re ne^csim tsd. tr.sc is, they can’t focus on objects at a 
cists ::-. Here's wny. Xtim.a.ly me iron curved part of me eye. the cornea, 
k lor io bind linnt wav -so coming m so ihev focus on tne retina, the back part 
r th ?ye -.me send.- light signals tc the brain. Nears icr.tedr.ess occurs when 
1 - - h i r-yr : * :us ir. iron; cf tne retina Glasses or cents -is bring that focus 
: rk *' E :t vmt scout sm'etniitg ctr.er than glasses or contacts to 

:re t. . :cu. ? Ir. l.-“3. this Russian doctor introduced the first surgical 
• :-a: t •-•li* insoe rlasses nearsianteaness . It is called radial 

1 rat *. for shrri. arc it vas first done in this country in 1978. RK 
: *ol ■ ml -ring four :: ei rht ir.-isicr.j ir. the cornea li-:-: sccn.es m a wheel. 

; • tr ; melons h- a. tr-= cm ues flr.cens. causing less oer.cmg of light 

r ' ■ • o . -tv -e EH all pe -_e tc throw away tr.eir c. asses, millions m 

t .is • nave ha: _t d_:.e. _ t mar.*, millions mere wer= waii.ng for something 

lie. an: for many, m.a; scr.r ir.ir.g is the laser. 


"’os - on] La.it Cctccer. after seven years of study. Summit Technology 
•7s:> ouusetos became me first company to wir. REA approval for the 
: er to treat nears i rr.cecr.sss The Summit las-:.’ is already in use at 
and me crea_ ttims are that the laser - ill be six times more 


The las-' 


.5 :a._ed phctcref rsetive -oeratccomv or PRK for 
er-g. — tec . J3 j .r tc carei .lly resr.ape the front 


- -- ;y’ . £ t : Y: ive: - 1* y I: e-pirys a laser. .ch is a very 

~u: :r i* .i, i .*. i.= essennall. rcocti: surgery. . e surgeon only has to 
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Tr. G7TRGE ’WARING: The ccns of ?RK are that the recovery _s slew, it takes a 
\?ek for the vision to come back and there's some pain afterwards. The other con 
i = that the procedure tr\kss about a year to settle down, sc the final outcome 
isn't known for somewhere between sir. and 12 months. 

Dr. TIMOTHY JOHNSON: ivcice-over. But many patients who were hesitant about RK 

apparently believe the laser is the answer. Susie Patton ;so?J has come to UCLA 
Radical Center to see Cr. Robert Maloney, [sp?] who does IS PRK procedures a 
u*eek. Although he had ccr.e it earlier, br. Maloney, for cur cameras, repeats her 
vision test. She can only read the first two lines. Then Susie is prepared for 
t.:e laser. She gets medicine to numb tr.e eye and eliminate pain. Dr. Maloney 
then puts in a retainer to hold the eyelids ir. place so Susie doesn't blink. 

:**x t,~he actually tests the laser sc Susie knows what it looks and sounds like. 

Tr. R7~7R7 : * * LOND Y , YCL.\ Medical renter: Look right at the green light and here 
i •• go -tth. a practice. It's a b: t of a surprise, but it doesn't hurt at all. 

Dr. TT'OTHY JOHNSON: [vcics-over r ma__y , m a matter of seconds, it's over. 

7:. RTS” 7 “MDNr.Y : Very nice, none at the green light. Perfect. You're all 
:. inis:. ■. "••• did gr-tat. 

Or. TI'-THY ."'H*!.- '"I’li r.*-ice-ove: * 7.^’.-: , Dr. Maloney checks -usie's vision. Not 
< : Iv re i t: e too tv/c l_nej. -me car. now read dev:, all the way to the 

. dot. . . 

f'SIS ‘ I knew that tr.e first time I cculd only rear, the top two lines and 

• er. • I .-:ept going hewn I'm. line cr . this is amazing, you know, that I can 
ri-ali see. 

re. 7IMI7HY JOHNSON: [voice-over. However, Dr. Waring ar.c a few others are 

•---oer- - wit n. a version cf laa^r surgery called lasik, in which the 
; rge . ft' . cum a . flip from tr.e cornea, which can then be put back in place 
titer . m oir.~ . This flap masters healing and reduces cam, but the 

3 tee • • ir- •- r*r- surgical = ill and t:. j flap can pi educe complications, 

. ch _r. 7..\ approval is at least a vear away. 

7 * RBA‘ . .TORS: This is fantastic, Tim.. Joining us now from 3oston is Dr. 
r . r.ot Jc. -.sen. 7 irr. . should evarycccy who's uearsignted dc this? 

r 7: "'THY JOHNSON: Well in oner to ccalify for the two procedures now 
: pre ‘i, .“H and PRK. you have c: ca at least Dl. you have to have relatively 
stabl "isitr., ir. ct.er words y : can't be changing. You .live to be free of 
r-.ner - - e prccle-s a no. avbe most importantly, they are augreved only for mild 
rc rat v-.rr igr.: ecness . Sc if you have very severe nearsightedness , these 
; *oc-- es r: yt -available. The l-.sik procedure, by the way, may be 

ill i cm : witr. even severe r.earsignt edness . About 30 tr 90 percent of 

• cpl . t tr . or.- -:.-:n-=ss wcul i gual.fy ter one of thes-r twe procedures. 

: * ?.s: 9 : Mcv i= it- sr.ouid t.ney - is this somethin:: they should do next 

• ar i- re sem i tr.ts.g even r- iter mat's going to happen? 

"o. 7 “TM” J-"HM. c ~:;: :;-r 1 L it's -rcamy not a life and d- ith matter and I would 
-y t u-. a oe*. sen is ream t a e tr.e piur.ge, crccaoiy with the new 
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laser proc-i 
right want 
is availafcl 
~ use c::e tp 

dure, because it's gci::g to be available and it s standardized, they 
to wait until this new one that we just described quickly at the end 
I would say it's important to go to a doctor who can do more than 
/e of procedure, whe can decide wnich one is b«st tor you. 

"ARBAP.A WAT. 

TIES: Anc no down side, no danger? 

7r. T I VCTH':’ 
That's extr 
procedure i 
and ycu nay 
satist :ed . 

JCHNS3N: Well there's a slight risk of a puncture or something, 
emeiy rare. The big risk is that you may have to have another 
: the vision isn't corrected enouen, or the correction may go too far 
■ have to wear glasses for that reason. 3ut most people are very 

P \EBAF \ WAl 

TIES : 'Jell, as someone who's worn glasses and contact lenses, I just 
- .’solute!*/ amazing. We'll be ngnt back. Thank you, Tim. 

' Cornne vois i 

::reak'. 

■VJGH r : 

hatch Night line after your lecal news tonignt with a report on snow, 

r ■ *7.: 

.77“. S: Remember, we're in tou :h, so you be in tcucr . I’m Barbara 

Valte: ’. 


!”J3H : : 

And I'm. hug:: Duwr.s. 

r\*3 m .r m 

r. - rc : f cr 1 of us at 2 ;/20, good night. 

Xhe -re: 
c' istr: :: 

:-*- ; ir.c text has been profess tonally transcribed. However, although 
r.nd trsnsmi rsi or. deadlines it has not yet been proofread against 

' 11611 " ■■ . 
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SCHEDULE OF MACK MCLARTY ' 


THURSDAY, MAY 6, 1993 
Draft (05/06/93 9:08 am) 

NOTE: Tom Brokaw will follow the President all day. 
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The Washington Times 

July 9, 1993, Friday, Final Edition 

SECTION: Part A; Pa. A1 

LENGTH: 1046 words 

HEADLINE: GOP says Thomason may have broken law 
BYLINE: Paul Bedard; THE WASHINGTON TIMES 
BODY: 


House and Senate GOP leaders are investigating whether President Clinton's 
Hollywood pal Harry Thomason used his quasi-f ederai-of f icer status to steer 
White House travel business to his company in violation of federal law. 

In a growing partisan war between congressional Republicans and the white 
House, GOP leaders are building the case chat Mr. Thomason held an official 
position in the early Clinton White House and violated a federal law banning 
federal officers from steering government work to firms they have an interest 
in. 


Congressional Republicans are focusing on Mr. Thomason's job as a director 
of the Inaugural Ccmmittee and his roie as a "presidential adviser" who held an 
exclusive all-points White House pass and was given office space and a secretary 
during the first mcr.th of the Clinton administration. 

The Republicans claim that Mr. Thomason, co-producer of the CBS sitcoms 
"Evening Shade" and "Designing Women." was essentially an administration officer 
because he had the pass and office rights of a top Clinton "adviser." 

A July 2 white House probe of the "Travelgate" scandal reported that Mr. 
Thomason sought to steer White House travel office business to a company in 
which he is part owner - Thomason, Richland £ Martens, a small aviation firm. 

■You can make a strong case that he was a special employee . . . who took 
actions that would benefit him," said a congressional Republican leadership 
aide. 


•He seemed to be a de facto employee since he had a pass. He had a 
quasi-official status." said Rep. William Clinger Jr. of Pennsylvania, the top 
Republican on the House Government Operations Committee. 

White House spokesman Arthur Jones said yesterday chat Mr. Thomason never 
held any official status at the White House. "He's not a federal employee. . . 
. He's just a frier.'." he said. 

But the White Kruse travel office report written by Chief of Staff Thomas F. 
•Mack" McLarty said T. Thomason haa - "special assignment" in the White House 
during the first w-»e.-: = of the administration. 
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Mr. Clinger reacted Mr. Jones' characterization, charging that the White 
House was twisting federal rules to give Mr. Thomason an escape from federal 
conflict-of-interest laws, such as Section 208 of the Federal Code. 


"It suggests a very cavalier attitude toward governance and suggests that 
the White House approach is 'since we are in command, we can do anything we want 
regardless of the rules and regulations,' " Mr. Clinger said. 

GOP leaders, including House Minority Leader Robert H. Michel and Senate 
Minority Leader Bob Dole, are considering asking Attorney General Janet Reno to 
appoint a special prosecutor to investigate the affair, which led to the 
reprimand of four White House officials. 

Short of that, the Republicans will seek a General Accounting Office 
investigation or set up their own independent inquiry, Mr. Clinger said. 

Jed Babbin, a federal legal expert ana former Pentagon counsel, said Mr. 
Thomason's title or role is not clear. 3uc he added, "If he is an officer of 
the executive branch, then it appears he would have violated Section 208 by 
trying to steer a contract for White House business to a company he has an 
interest in." 


Either way, "scmeoodv ought to loci: into this, 1 ' Mr. Babbin said. 

Officials said the congressional Republican probe also is expected to 
examine other relationships and questions raised in the White House 
investigation of the travel office scandal. Among them: 

* Why was first lacy Hillary Rocham Clinton involved in an attempt to oust 
longtime travel office employees and replace, tr.em with the president's cousin 
Catherine Cornelius and others? 


The White House report said Mrs. Clinton inquired about problems she had 
heard existed in the travel office but didn’ t provide further details. 

* Was David Waticms. assistant to the president for management and 
administration, involved in efforts ov Miss Cornelius to seize control of the 
travel office and oust seven ‘longtime travel office workers? 

* Why hasn't the White House fired or demoted the four senior officials 
singled out for reprimand in the travel office report? 

The four were Miss Cornelius, Mr. Watkins, Deputy Communications Director 
Jeff Eller ana Watkins aide Clarissa Cerda. Mr. Jones said yesterday that none 
of the aides have beer, fired or demoted, adding that Mr. Eller has been given 
the prominent role cf directing the aom.ir.istration' s promoting of its health 
care plan. 


The White House's report on the travel office, unusual in its frankness, 
found a handful of management problems wit r. the White House travel office, but 
no criminal cr.arg es nave been filed against any cf the seven workers. 

The report aisi found that many White H* use officials acted improperly in 
firing the travel office wcrr.ers before lodging any formal charges. Two of the 
workers have since retired and the remaining five are to be reassigned. 
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Mr. Thomason, who has essentially been banned from the White House due to 
administration concerns about reports about the president being too close to 
Hollywood, was a central figure in the travel office scandal, according to the 
report. 


During the presidential campaign, Mr. Thomason's firm did billing and 
consulting work for the Clinton campaign's air charter broker. Rebuffed by the 
travel office, Mr. Thomason told Mr. Clinton he thought the travel office was 
engaged in wrongdoing, the report said. 

The report concluded that white House staff failed to keep Mr. Thomason out 
of the travel office probe. 


"Thomason should have avoided continued involvement in a matter in which his 
business partner anc his friends in the charter business stood to benefit and in 
which there was an appearance of financial conflict of interest," said the 
report . 


"There should be better management control with respect to the mission that 
any non-White House staff person is brought in to carry ouc. Permitting 
Thomason - or any non-staff person who comes in on special assignments - to work 
on problems outside the scope of his or her assignment is not a good practice." 

GRAPHIC: Photo (colcr) , An adviser? Harry Thomason's role in the White House is 
under scrutiny., 3v A? 
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DRAFT 

business to a single charter company, and told her that the functions of that office could be 
easily replaced and reallocated. 

Once this made it onto the Firs Lady's agenda, Vince Foster b ecame involved, and he and 
Harry Thomason regularly informed me of her attent i on to the Travel Office situ a ti on — is 
well as her tnri<n-nr?» that the be resolved immediately by replacing the Travel 

Office staff. 

Foster regularly informed me that the Firs Lady was concerned and d e s ir ed action — the 
acoon^desired was the firing of the Travel Office staff. On Friday, while I was in Memphis, 
Foster told me that it was imp m»nt that I speak dizecdy with the Firs Lady that day. I 
called her that evening and she conveyed to me in dear terms that her desire for swift and 
dear action to resolve the nmarinti She mentioned that Thomason had captained how the 
Travel Office could be run after r em o v ing the current staff — that plan mduried bringing in 
World Wide Travel and Fenny Sampi* to handle the basic navel functions, the actual actions 
taken post dismissal^) md in light of that she thought immediate action was in order. 

On Monday morning, yon came to my office and met with *wyjctf and Patsy Thomasson. At 
that meenng you explained that this was on the Fits Lady's "radar screen." The message 
you conveyed to me was dean immediaie action txms be aken. I explained to you that I 
had derided to terminate the Travel Office employees, and yon expressed relief that we were 
finally going to take action (to resolve the smatinn in c o nfo rmity with the Firs Lady's 
wishes). We both knew that there would be hell to pay if, after our failure in the Secret 
Service situation earlier, we failed to tale swift and derisive action in co nf o rmity with the 
Firs Lady's wishes. You then ap p r o v ed the derision to terminate the Travel Office staff, 
and I indicated I would send you a memorandum outlining the derision and plan, which I 
did. 

I have never stated all this so dearly before, but to form a complete and accurate picture it 
must all be kept in mind while reading the specific criticisms of the P Odessa Management 
Review. I will now address t hoy * criticisms directly. 

RES PONSE TO SECTION TT "DISCUSSION OF PRINCIPAL ISSUES’ OF TRAVEL 

OFFICE REVIEW 

Travel Office Management" (Page 14): 

The review conducted by KPMG Peat Marwick uncovered serious 
financial 

At the strong reco mmend a tion of myself and others in my office, KPMG Peat Marwick was 
brought in — ins t e a d of having the FBI take over immediately — to review the financial 
practices of the Travel Office. I concurred in Peat Marwick's analysis and condusions: 
Management of the Travel Office was abysmal. 

■mum 
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DATE: June 3, 1993 


FROM: 

\ 


Dcuclas N. Frasier 

Associate Deputy Attorney General 

Deccra h C. Westhrcch^ ^ 
lecal Counsel C^~~ ^ 


\ \ Pursuant to cur conversation cf June 7, 

19 r 3 ,\ attached is a referendum dated 
March 19, 1993, regarding the recusal c f /the 

United 'states Attorney's office for 


Eastern District cf Arkansas cn a— Resolution 



Trust Corporation referral. Please : * - 

this office cf your decisicn regarding this 
matter. If you have any questions, ycu can 
reach me at 514-4024. 
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RECORD TYPE: NONE 

CREATOR: Linda R. Tripp ( TRIPP — L ) (WHO) 

CREATION DATE/TIME : 27 - JUL- 1993 10:49 
3JECT : RE: TS 


TO: Deborah L. Gorham 
READ : READ 


( GORHAM D ) (WHO) 


TEXT: 

i recall the shredded talk, because when we spoke to and 

he briefed us on comportment and interrogation, you mentioned that 
-- chat was on WEDNESDAY evening, right? So it took until MONDAY 
to figure out it should be looked at? Christ. And we* re the 
support staff??????????? 


2 001214 
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Clifford M. Sloan 
Notes of Meeting 
July 22, 1993 
Page 15 of 16 


Don Flynn, Secret Service 
Paul Imbordino 

Capt . Charles Hume, U.S. Park Police 
Det. Pete^ Markham, U.S. Park Police 

Scott Salter, FBI 
Dennis Condon, FBI 

David Margolis, DOJ 
Roger Adams, .DOJ 

Mike Spafford, family 

WH 

Bernie 

Cliff 

Steve Neuwirth 
Bil 1 8urton 

get Maggie - go thru office - get HRC, WJC stuff 
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First Family - SF 278 

First Family - 1994 Income Tax 
Returns 

First Family • General 

HRC - CLE/ Arkansas Law 
License 

First Couple - Blind Trust 
First Family - Arkansas Home 
POTUS - Arkansas Office 
WJC - Passport 
WJC * Papers 

First Family - SF278 pre-POTUS 


iinnuin 

Z 001109 


Ill 


VWF • Existing Files 


REDACTED 


imiiiiuiri 

7 001110 
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- 2 - 


REDACTED 


iunnm 

Z 001111 
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-3 - 


REDACTED 


■7 c*c* 1 1 12 
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- 4 - 


redacted 


2 001113 
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-5- 


REDACTED 


■■■■■I 


Z 001114 
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- 6 - 


Cabinet I 

Hubbcll Confirmation 
Reno 

Presidential Appointments and Nominations 


Cabinet II 
POTUS - SF 278 

First Family - 1994 Income Tax Returns (removed) 
First Family - General (removed) 

HRC - CLE/ Arkansas Law License (removed) 

First Couple - Blind Trust (removed) — 

First Family - Arkansas Home (removed) 

WJC - Papers (removed) 

First Family - SF278 pre-POTUS (removed) 
Clinton Mansion (removed) 

POTUS - Arkansas Office 
WJC - Passport 

Clinton - Campaign ’92 Correspondence 
Clinton - Baird Confirmation 
Clinton - Clinton Papers 
Clinton - Department of Justice 


" 001 llS 


Ickes - Personal Sc Confidential 
Nepotism - Volume I 
Nepotism - Volume II 
Health Care Ton Reform 
Clinton - Memo 
Transition Notes 
Transition - Vetting Notes 
AG candidates 
Miscellaneous 
Clinton - Legal 

Cabinet III 
Residence Security 
Sean Haddon matter 
Bush - File Index 

Cabinet IV 
Stephen Breyer 


Bruce Babbitt 
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Loose 

D.C. Income Tax Exemption 
Tikkun Magazine 
Immediate Attention 
Dallas, Texas 04/29/93 
Signature 
Residence 

Executive Residence Security 


Updated 10/25/93 


Z 001117 
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First Family - SF 278 

First Family - 1994 Income Tax Returns 

First Family - General 

HRC - CLE/Arkansas Law License 

First Couple - Blind Trust 

First Family - Arkansas Home 

POTUS - Arkansas Office 

WJC - Passport 

WJC - Papers 

First Family - SF278 pre-POTUS 


2 001123 
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SEuORB TYPE: NONE 

CREATOR: Deborah L. Gorham 

CREATION DATE/TIME: 27-JUL-1993 10:47 


* gcrham_o ) (who) 


1JECT: TS 


TO: Linda R. Tripp ( TRIPP_L ) (WHO) 

READ : READ 

TEXT : 

On Wednesday, I told Sernie chat VWF had placed shredded remnants 
of personal documents in the bag. On Thursday, I Cold Bernie in 
front of everybody that shredded remnants were in the bag. 


iiiiiiiDiim 
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s h a z s — — r: 

COHTnni NUMBER HCADOO 

ACCOUNT NUMBER 664 (ri lo „e Numberl lName and ReBlde,,ce Addresa] 

BILL DATE 199307Z3 
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=333?““ mm States £enan: 


Custodian of Records 
Bell Atlantic, Inc. 

99 Shewan Road 
Cockeysville, MD 21030 

Dear Sir or Madam: 

Enclosed please find a subpoena for records in your possession relating to 
your customers in the Washington, D.C., area. 

I have discussed the subject matter of the subpoena with Doug McCollum, 
Esq., the Assistant Compliance Officer of your company. With respect to 
subparagraph (1) of the subpoena, requesting records for 202-332-0850, Mr. 
McCollum has indicated that you have toll records for that number for the 
relevant time period, and he has requested that members of your staff set aside 
those records in anticipation of the enclosed subpoena 

' - Please note that the subpoena commands production by September 22, 
1995. Please call me at 202-224-0525 if you have any questions. 

Thank you. 



COMMUTES ON BANKING. HOUSING. ANO 
URBAN AfTAJRS 

Washington, dc 206io-ao7s 


September 15, 1995 


Very Truly Yours, 



Viet D. Dinh 

Associate Special Counsel 


cc: Lance Cole, Esq. 

Democratic Deputy Special Counsel 


200* 39dd 
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UNTIED STATES’ OF AMERICA ? 18 r 

cfP \ E '3-- 

Congress of tfjt ^Bnftril States 


Bell Atlantic - Washington, D.C.. Inc 
Security, Ra W133, 99 Shevan Road 
Cockeysvillc, MD 21030 > g ctd fag: 

^ntgnant to lawful authority , YOU ASS HEREBY COMMANDED to 

to Investigate Whitewater Developmen 

appear before the — SneciaL. Cb77W7uU«« rrn Corporation and Related Matters 

of the Senate of the United State*, on qt frefore September 22 , l$-2£, 

g£ SiHQ (/clock 2a7». # of tWr committed room 

Senate Office Building. Washington, D.C. 20S10 then and there 

■to testify, wh a t - y o u - may know rel a tiv e to the subjset- matters- under san- 
rid nation fry said, eommitte*. to produce all records reflecting or relating ^ 
to any telephone call to or from 202-332-0850 on July 20 through 22, 1993 a nd \ 

on July 26, 1993, and 2 ) to produce tho identity and address of all persons , 
corporations, or entitias registered or having Access to the telephone 
number 202-628-7087 in July, 1993. A personal appearance is annecessary. . 


ftenof tad not a* you wiU answer your default under the pains and pen- 
alties in such oases made and provided. 

To Joseph Collnski, Chief Clerk 


to serve and re t u r n . 


$(bcn under my hand , by order of the oommlttee, this 
14 th day of September ^ the year of our 

Lord one thousand nine hundred and ninety’ five.- 




Special Committee to Investigate 
Chairman, Omm H He m Whirrwftrcr nrypIniCTfnr Corporation 
and Related Hatters. 

G0: n SS . tz d3S 
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@BeQ Atlantic 


Bell Adamic Corporation 
99 Shawan Road. Room 13 JW 
Cockcvjviite. Man-land 21030 


CERTIFIED RECORDS 

OF REGULARLY CONDUCT ED BUSINE SS ACT1V1TV 


I HEREBY CERTIFY that I am lutfi t Mireri to e r e mi te this Csrtz£ca&on and dm the 
enclosed documents are duplicates of records of regularly < * business ac a v incs which: 

(A) were made, at or near the firm* q f the occarrence of the mm*** w fbnfi 
by (or from information transmitted by) a person with knowieagg of 
matters, 

(B) are made and krpt in the c o ur s e of the regularly ccmrimred business 
acavincs, and 

(C) were made and krpt by the regularly oondnmed business acavines as a 
regular pnenrsv 





u 

mi Atlantic - v 
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« • locarnat lonal Man Call 
V • Timm Spaacb Call 

MCI 2M40S5S3 THRU JUL It SUBTOTAL 

Long Dlataoca Cat la 
Dirac lory Aaalatanca 1 calltal 

radaral tax 

St at a and local aurcharga 

MCI 2N40SSS3 DISCOUNTED SUBTOTAL 
07002 la tha Mrkatlig coda lor *307 it 
TOTAL 


2* *9 
29.** 
.41 
1.02 
3.24 
34.91 

34.91 
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July 17 , 1995 
BY HAND 


Mr. Joseph Kolinski 
Chief Clerk 

534 Dirksen Senate Office Building 
Washington, D.C. 20510-6075 

Dear Mr. Kolinski: 

This firm represents Susan P. Thomases in connection with 
the U.S. Senate Special Committee's investigation into the 
Whitewater Development Corporation, the suicide death of 
former Deputy White House Counsel Vincent W. Foster, Jr., 
and related matters. 

On July 11, 1995, Ms. Thomases received from counsel to the 
Special Committee a written request for documents, which 
directed us to deliver responsive documents to your office. 

Accordingly, on behalf of Susan Thomases, I am enclosing 
certain documents (bates numbered ST0000001 to ST0000006) 
that appear to be responsive to the Special Committee's 
request . 

ThanJ^ you for your attention to this matter. 

Very truly yours, 



Benito Romano 
/Enclosure 

cc: Susan P. Thomases, Esq. 
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657 6663 

£56 £663 


721 1136 

722 1712 


232 456 62S6 

_ _232 456 62S6 


3:46 

^ 9 : 33 . 
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W * LL/. 1 1 . F-rS^ir GAL LAGHES - WASHINGTON 
;i — i .<-N L'CL<.-iiL AEACnT 

aekicd ot/ 20 - os/: 2 


PAE7NEH 


Station: 6704 

Name : 7HCMSAE5 SUSAN 

Location: 


# Indicates operator assisted call 
Date Selection 720 thru 722 


DPT 


I ME NUMEE2 


PLACE 


MIN 


COST AUTH CODE 


REDACTED 


07/22 

11:04. 

422-62SS 

WASHINGTON 

DC 

6 

0.37 



07/22 

1 1 : 37 

456-5256 

WASHINGTON 

DC 

1 1 

0.07 



07/22 

11:50 

455— S2S5 

WASH I 

NGTQN 

DC 

A 

0.07 



07/22 

11:11 

456—5757 

WASHINGTON 

DC 

2 

0.07 



07/22 

11:16 

456—5737 

WASHINGTON 

DC 

1 

0.37 



S' 

Lictctal 

Avg 

Mins 

4. 7 


22 

0. 43 

7 

CALLS 

- TIE 

LINES - 









c, 


Pvg 

Mins 

0. 0 


0 

0.30 

0 

CALLS 


TOTALS *+•*-+ 

Avg 

M i ns 

4. 7 


33 

0. 43 

7 

CALLS 


- SL'MMAAY - 

Station: 6704 Name: 7HCMSAE2 SUSAN 
EQUIPMENT Q7KEH LD&SA LOCAL TI2 

0. 00 0. 00 0. 00 0. 43 


LINE 
0 . 00 


TOTAL Y7D OUT 

0.43 1551.33 
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07/SC - SS/12 


SECRETARY 


Station: -<*-cE£ 

Name; G* NEILL LCRI 

Locat ion : 


# Indicates operator assisted call 
Date Selection 720 thru 722 


DATS TIME NUMBER 


PLACE 


MIN CDS 7 RUTH CODE 


- LCCAL - 

07/21 17:SC 4SE-16E0 URSHING7GN DC 7 0.07 

07/22 1C: ^6 4C5-o7E7 URSHINGTON DC 2 0. 07 
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1QTH STORY of Level 1 printed in FULL format . 

Copyright 1993 News World Communications, Inc. 

The Washington Times 

July 23, 1993, Friday, Final Edition 

SECTION: Part A; NATION; Pg. A7 

LENGTH: 623 words 

HEADLINE: White House plays down suicide probe 
BYLINE: Frank J. Murray; THE WASHINGTON TIMES 
BODY: 


White House officials repeatedly denied existence yesterday of an 
intensifying probe into why Vincent w. Foster Jr. killed himself with an 
untraceable old gun even as U.S. Park Police detectives quizzed a possible 
witness and a Justice Department spokesman said murder must be ruled out. 

White House spokeswoman Dee Dee Myers angrily brushed off persistent 
questions about why officials so quickly and unquestioningly accepted the label 
of suicide by the man President Clinton called his "Rock of Gibraltar," who 
apparently did not signal his intentions or reasons. 

Meanwhile, Associate Attorney General Webster Hubbell, a longtime friend of 
Mr. Foster's and former colleague at Little Rock's Rose Law Firm, escorted the 
body to Arkansas aboard a military plane for today's funeral. 

"I'm not sure any investigation could ever determine why. These things are 
mysteries," Miss Myers told reporters. 

•That seems awfully strange. People there [at the White House] seem 
accepting and just say 'Why? Why? Why?' " U.S. Park Police Chief Robert 
Langston said in an interview yesterday when he also said investigators will not 
interview Mr. Foster's family until after the funeral. 

"If it was a suicide, the Justice Department wants to find out why he killed 
himself," department spokesman Dean St. Dennis said. "The department also is 
looking carefully at the possibility - a slim possibility - that he was 
murdered. " 

No evidence has been found that indicates anyone else shot him, but it 
remained an open question in the absence of a witness, credible notes or calls 
to friends, or outward signs of motive. 

"You're asking the same question that has been asked 20 times. I don't have 
any more to say about it," Miss Myers snapped at one reporter after repeatedly 
insisting the Park Police were not interested in Mr. Foster's motives. 

"Again, the Par:: Police are simply trying to establish that this was in fact 
a suicide. That is a fairly limited investigation," she said. 
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•This is going to be run to the nth degree- No stone will be left 
unturned," Chief Langston said, adding that his department's findings will be 
sent to the U.S. attorney along with autopsy results by the Virginia state 
medical examiner. 


He disclosed that the 1913 Colt .38 -caliber revolver could not be traced to 
an owner since it was assembled from parts of at least two guns and bore 
different numbers on several parts. 

Several sources said the Foster family owned a gun, but it was not confirmed 
whether it was the same revolver used in Tuesday evening's shooting. 

Mr. Clinton has suggested Mr. Foster might have succumbed to nothing more 
than a case of overwork by an outstanding lawyer who averaged the same 12 -hour 
days Mr. Clinton favors. He cautioned staff members to avoid workaholism, but 
his press secretary conceded that 12 hours "by his standards is sort of a 
half-day. " 

Most press inquiries focused on why officials seemed to downplay any desire 
or need to know contributing causes to the death of the most senior White House 
official believed to ever have killed himself. 


He had access to such sensitive information that officials of four federal 
agencies were present when his office was unsealed, including Park Service 
detectives from a 35 -member unit experienced in homicide and other major crime 
investigations. Others were FBI agents, Justice Department lawyers and the 
Secret Service. 


Mr. Foster, 48, died in a federal park - Fort Marcy off George Washington 
Memorial Parkway in McLean. 

Chief Langston said detectives also questioned a witness referred to them by 
Fairfax County police. 

GRAPHIC: Photo, A Civil War cannon in Fort Marcy stands near where White House 
aide Vincent Foster Jr.'s body was found Tuesday., By AP 


LANGUAGE: ENGLISH 
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1ST STORY of Level 1 printed in FULL format. 

Copyright 1993 The Hew York Times Company 
The New York Times 

July 22, 1993, Thursday, Late Edition - Pinal 
SECTION: Section A; Page 1; Column 4; National Desk 
LENGTH: 1408 words 

HEADLINE: White House Aide Leaves No Clue About Suicide 
BYLINE: By THOMAS L. FRIEDMAN, Special to The New York Times 
DATELINE: WASHINGTON, July 21 
BODY: 

Vincent W. Foster Jr., the deputy White House counsel, spent Tuesday morning 
at his desk in the West Wing. Later, he watched the President name a new F.B.I. 

Director in the Rose Garden and gave a friendly wave to reporters. 

Then he returned to his office for an upbeat chat with his boss and lunch 
alone at his desk. Shortly after 1 P.M., he left the White House, telling his 
secretary he was going out. Sometime between then and 6 P.M., he drove to a 
secluded bluff across the Potomac River from Washington, pulled out a vintage 
Colt revolver and, a few yards from an old Civil War cannon, shot himself in the 
mouth. 

So went the official account from the police and the White House of the last 
hours of the 48-year-old Mr. Foster's life, an account that did nothing to 
explain why a man who seemed to be at the pinnacle of his career, working in a 

White House headed by his boyhood friend, would take his own life. There was no 

note on the ground fcv his body. No message on his desk. No explanation lodged in 
his office computer. No serious hints from friends of brooding. Just a myatsry 
that baffles his family and colleagues from Washington to Little Rock. 

At the request cf the White House, the Justice Department is coordinating an 
inquest into Mr. Foster's death. Lawyers from the department met today with 
agents from the Federal Bureau of Investigation as well as the Park Police to 
draw up a plan to scour Mr. Foster's office on Thursday morning for possible 
clues. Officials said that the office was sealed today and that his papers must 
be examined in a way that will not compromise his lawyer-client relationship 
with Mr. Clinton. 

A native of Hope, Ark., like Mr. Clinton, Mr. Fester attended Miss Mary's 
kindergarten with the President and Thomas ?. McLarty 3d, now the Whits House 
chief of staff. Cn his office shelf, he kept a framed photograph showing the 
three of them as youngsters gathered at a birthday party. This morning, some 40 
years later, Mr. Clinton and Mr. McLarty gathered the White House staff to psy 
tribute their kir.de i aar ter. chum and to wender aloud: why? 

■It is an immer.s- personal loss to me ar.c to Hillary and to many of his 
close personal frier.:* here,- the President said in a subdued voice during a 
brief appearance ir. *.r.e Rose Garden after tearing up his official schedule for 
the day to mourn Mr. Foster. "As I try to explain to the young people on the 
staff, there is no vay to know how tnese things happen." 
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Mr. Foster's boss, Bernard W. Nussbaum, the chief White House counsel, told 
the same gathering about his last encounter with Mr. Foster, described by many 
as a brilliant lawyer who kept his emotions to himself. Mr. Nussbaum said they 
had been discussing two nominations they had helped to engineer: those of Louis 
J. Freeh as F.B.I. Director and Judge Ruth Bader Ginsburg for the Supreme Court 


■I said, 'Hey, Vince, not a bad day,' M recalled Mr. Nussbaum. "I said, 'We 
hit two home runs -- home runs for the country. So I think we are doing our jobs 
and I think we are doing it well.' And he just sort of smiled. And I said, 'I'll 
see you later.' And that's the last time I saw Vince." 

It was apparently the last time anyone saw him. The police said Mr. Foster 
apparently drove from his White House office and eventually wound up at Fort 
Marcy, a roadside park along the George Washington Parkway on the west bank of 
the Potomac River ir. Virginia, across from the capital. 

He parked his 1999 Honda Accord with Arkansas license plates in the 24-car 
lot, walked several hundred yards toward a bluff and shot himself, the police 
said. 


Mr. Foster's body was found shortly before 6 P.M. His jacket and tie were 
off, a revolver was found in his right hand. An autopsy today by the Fairfax 
County medical examiner concluded that Mr. Foster died as a result of a gunshot 
wound and that the injury was "not inconsistent with that of a self-inflicted 
wound," the Park Police said. 

The authorities said the gun, now a collector's item, was a .38-caliber Army 
Colt revolver manufactured in 1913 . Federal investigators said the pistol was 
one of a matched set but could not say fcr certain who owned them. The 
investigators found the second weapon, but did not say where. It also was not 
known whether Mr. Fester had the guns in his car when he went to work that 
morning, or if he get them after leaving the White House. 

Because the weapons were so old, they cannct be traced through the usual 
serial number procedures, so it will take time for investigators to determine 
who owned the weapons and for how long. 

So much was left 'unanswered that m their uncomprehending grief, some of Mr. 
Foster's friends and associates raised the possibility of foul play. 

But Major Robert Hines of the Park Pclice said, "We're 99 percent sure it 
was a suicide." The death was first reported to the Park Police at about 6 P.M. 
by an unidentified person who found the body, the authorities said. The Park 
Police then notified the Fairfax County Fire and Rescue Department. Officers 
from both agencies arrived on the scene about 6:15 P.M. 

The soft -spoken ::r. Foster was a star athlete in high school, first in his 
class at law school, the highest scorer on the state bar exam in his year and 
two years later, a partner at the prestigious Rose law firm in Little Rock. Mr. 
Clinton described hix as a "Rock of Gicra.tar." 

Just over six mcr.ths ago he came to Washington tc join in the victory of Mr. 
Clinton and his wife, Hillary, who was one cf Mr. Foster's closest friends from 
their many years working together at the law firm in Little Rock. He and his 
wife, Lisa, had tr.r--: cclleae-age children and recently moved into a house in 
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Northwest Washington. For Mr. Foster, the Clinton Administration was a family 
affair. His sister Sheila Foster Anthony, the wife of former Representative 
Beryl Anthony Jr. c: Arkansas, was also hired as Assistant Attorney General. 

Late today Mr. McLarty told reporters that the President, Mrs. Clinton, the 
Foster family and the entire White House staff were stumped by why Mr. Foster, 
who only two weeks ago was seen showing off his White House office to his 
college-age children, would have taken his own life without any apparent 
warning. Some simply shook their heads and ascribed the death to what one friend 
called private demons that no one could identify. Others said, well, maybe, he 
did seem a little distracted lately. But they could not say why. Washington, 
naturally, was rife with rumors. 

One was that the Washington Times was preparing a story about Mr. Foster, 
and a reporter there. Michael Hedges, acknowledged that he had made preliminary 
inquires about him. He would not describe the nature of the inquiry. 

But Mr. Hedges said he had not interviewed Mr. Foster about the story. He 
added, "We were not at a point where anything was imminent that we were going to 
break on the guy." Francis Coombs, the newspaper's national editor, said, "We do 
not have anything anywhere near publication that has to do with Mr. Foster." 

Friends say Mr. Foster and his wife were bothered by the travel office 
scandal, as well as bv editorials in Tne Wall Street Journal on July 14 and 19 
lambasting the Clint :ns for having placed their "legal cronies from Little Rock 
at the heart" of the Administration. The July 14 editorial ran sketches of four 
alumni of the Rose rtrm now serving in pests : Mr. Foster, Mrs. Clinton, 

Associate Attorney General Webster L. Hubbeli and William H. Kennedy 3d, the No. 
3 White House course 

Mr. Clinton rejected some reporters' suggestions that Mr. Foster might have 
been driven to suicide by despondency over recent negative publicity related to 
the legal counsel's nandling of the White House travel-office scandal and 
various botched appointments. He was only peripherally involved in the 
travel-office affair and was not reprimanded for his actions. The President 
said, "I certainly c.r.'t think that car explain it." 

But the friends say that Mr. Foster, a seasoned litigator, would certainly 
not have been driver to suicide by eitr.er of tnese controversies, which by 
Washington' 3 low star.aaras of civilicy were almost gentle. 

Trying to explain the unexplainable, Mr. Clinton simply told his staff, 
•Remember that we're all people and that we have to pay .jpaybe a little more 
attention to our friends and our families and our co-wcrkers, and try to 
remember that work cannot be the only thing in life.” 


EDITOR -NOTE: 

An article yesterday about Vincent W. Foster Jr., the deputy White House 
counsel who killed r.mseif cr. July 2:. was accompanied by a chart headed "Key 
Events in Mr. Fcstei s Last Months." T.ie chart listed, as separate events, four 
editorials in The Street Journal that were critical of Mr. Foster. 
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A a the article noted, these editorials disturbed Mr. Foster, but there is no 
way to specify what moved him to suicide. The editorials should not, therefore, 
have had such prominence in the chart . 

CORRECTION- DATE: July 22, 1993, Thursday 

GRAPHIC: Photos: Vincent W. Foster Jr., and his wife, Lisa, attended a theater 
opening in 1988 in Little Rock, Ark., with President Clinton and his wife, 
Hillary. Mr. Clinton was then Governor of Arkansas and Mr. Foster was working at 
the prestigious Rose law firm in Little Rock. (Associated Press) (pg. A21) ; 
President Clinton speaking yesterday about the death of Vincent W. Foster Jr. 
(Reuters) , the deputy White House counsel, shown last month. (Associated 
Press) (pg. Al) 
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President Clinton yesterday minimized the livelihood that an explanation will 
be found for the apparent suicide of White House decuty counsel Vincent Foster 
Jr., but investigators for the U.S. Park Police and' Justice Department said 
their investigations of Foster's death are continuing. 

As many of the Ar.-.ansans who came to Washington to run the new government 
^ 3a " iC V h£ £ur - a ' Sl o£ - h ' ir Clinton and Us senior 

y-2= "I clues exls - LC ex plsin Foster's death. He was found 
the C Potomac £ive-'“ Y niS ' C ln 3 secl ^* d araa of a Virginia park overlooking 


U.S. Park Police Chief Robert Langston, 
inquiry into the death, said all evidence 
confirming the original finding that the 4 


whose officers are conducting the 
"is leading in the direction- of 
5-year-old lawyer took his own life. 


Foster's office was searched vestercav in 
National Park Servic-- . the Justice Department 
according to the White House. 


he presence of officials from the 
the FBI and the Secret Service, 


Under their super 
House counsel Berr.ar 
nor any other docume: 
said. 


.sion and in the presence of a Foster family lawer. White 
Nussoaun examined tr.e office and found “no suicide note 
. bearing on . . . the death, " a White House statement 


The Justice Depart 
foul play or murder" 
continue "to find ou: 
to him killing hinse! 


ment saio yesterday ithas discovered nothing -to indicate 
m the -eat.*. . Nevertheless , the department's inquiry will 
^what the factors were -- if it was a suicide -- that led 
saic department spokesman Dean St. Dennis. 


The department's 
announced Wednesday, 
good police wcrk" wr. 
known circumstances. 


intentions seemed more extensive than what had been 
out St. Dennis described the probe as "simply a part of 
a «i?----cvel government official dies “under less than 


-It appears that *:r. Fost.-r's beam w,- 
added, "even though -.here may be .-.nlv cr.c 
everything will be d :e to k ep m s.nrp 
may have been murder-.- i. " 


i suicide. " St. Dennis said. But, he 
-r. a :,0c: chance of foul play, 
zzu3 ven the remote chance chat he 


148 


PAGE 


The Washington Post. July 23. 1993 


Langston said the police have examined Foster's telephone logs, paperwork in 
his office, computer files and interviewed "a number of people* who talked to 
Foster on Tuesdav. Foster had arrived as usual at the White House, had lunch at 
his desk and left the White House shortly after lp.m. Police are attempting to 
reconstruct the five-hour ga? between Foster's departure and the call to 
authorities shortly after 6 p.m. by the person who found Foster s body. 

"We have quite a bit of information left to gather," Langston said. Police, 
for example, are tracing the license plates of cars that were parked in the 
overlook lot. Detailed interviews with the family will not occur until after 
today's funeral, when at least one mystery is expected to be cleared up: whether 
Foster used his own gun to kill himself. 

Langston said one old gun was found ac the scene, but it wae constructed of 
parts of at least two guns with separate serial numbers. The chief said Foster 
owned a gun described as being like the one found. 

Foster's bodv was flown tc Little Rock, Ark., yesterday aboard a Defense 
Department aircraft, accompanied by Associate Attorney General Webster L. 

Hubbell . Foster, Hub: ell anc Hillary Rodham Clinton were partners in the 
influential Rose law firm in Little Rock, and the three were described by the 
president as "best friends." 

The Foster family and other Arkansans flew separately on a private plane to 
Little Rock where s' funeral mass will be held this morning at St. Andrcw a 
Cathedral. The Clintons were co attend the service wich their daughter, Chelsea, 
and the president was to deliver a eulogy tor his childhood friend. 

Like the president, many of Foster's colleagues and friends continued to 
question how a lawyer at the top of his career and with no visible serious 
problems could have taken his life. While many of Foster's associates described 
him as being "down" sad "depressed" and toe prone to olame himself for White 
House problems, they all said he had given no hint of a depression so serious as 
to take his own life. 

"I don't think there is ar.vthir.g more to know," Clinton said. "I mean, you 
know, his family, his friends, his co-workers -- we've been up real late two 
nights in a row now, remembering and crying and laughing and talking about him, 
and I don't think there is anything else." 

Staff writer Michael Iaikcff contributed to this report. 
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President Clinton yesterday gathered a shaken and grieving White House staff 
trying to make sense of the death of deputy White House counsel Vincent Foster 
Jr., who police said shot himself in tne head Tuesday night in a Virginia park. 

Foster, 46, a lifelong friend of the president, left no suicide note or other 
explanation of his action, authorities ss.d. He was found with a single gunshot 
wound Tuesday at 6:15 p.m. at Fort Marcy Park in McLean, slumped next to a Civil 
War-era cannon. 

Word of Foster's ueath sent waves of shock and disbelief not only through the 
White House but also through Washington and home to Arkansas. Though colleagues 
and friends spoke of depression and defection and of a man who let the troubles 
and problems of the White House weigh toe heavily on him, no one entertained the 
idea that suicide was possible, they said. 

Foster, who like Clinton was born ir. H??e. Ark., was the No. 2 person in the 
counsel's office, whith has been criticized for not properly scrutinizing some 
of the president's unsuccessful appointments. He also was a key adviser to the 
health care task forte chaired by Hillary Rodham Clinton, who had been one of 
his partners and friends in tne Rose law tirm, the influential Little Rock 
practice that also contributed two other senior lawyers to the administration. 

The public record of Foster's life and interviews with friends and 
associates here ar.d in Arkansas, offered a portrait of a reserved but well-liked 
high-achiever : graduating first ir. his lav school, gaining the highest score on 
the state bar exam, making partner at Rose in two years, excelling in legal and 
civil life, awash ir. professional and civic awards. 

"Vince Foster was prooably or.e cf the ..use brilliant and solid people that 
I've ever known," said Joe F_rvis, a lrtz_e Rccx lawyer and childhood friend. 
"Vince Foster was a wonderful man m every wav, " said Clinton, in a brief public 
tribute in the Rose C arden. He said he h.- ' encouraged the White House staff to 
"try to remember that work can r.^ver be r :*» only thing in life." 

Although White House offiials sure th ' saw few if any signs of emotional 
problems from Foster ozners who were his ft tends described themselves as 
worried over his depression uri anxiety. Washington friend said, "His 

friends could see n is depress _or. and his . _fe w.*s terribly worried about it. 
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He took everything to heart, too much to heart. He felt responsible for things 
he should not have felt responsible. He felt these burdens and could not seem to 
shake them off the way others do." 

The friend said that the Fosters and associate attorney general Webster 
Hubbell and his wife went to the Eastern Shore last weekend for a break from the 
pressures -- Hubbell is another friend from the Rose law firm -- and that 
Foster's family believed it had helped him. "Certainly people who Jmew him well 
-- he is reserved and hard to know, really -- felt he was depressed, but not 
depressed in the sense of killing himself. I can cell you chat thought did not 
enter people's minds . " the friend said. 

Clinton addressed the mystery himself. "No one can ever know why this 
happened," he said. "Even if you had a whole sec of oojective reasons, that 
wouldn't be why it happened, because you could get a different, bigger, 
burdensome set of objective reasons. ... So wnat happened was a mystery about 
something inside of him." 

White House Chief of Staff Thomas ?. "Mack" McLarty, who described himself as 
•heartbroken" ac the death of a man who also was his lifelong friend, said. Try 
as we might, all of cur reason, all ot our^rationality, all of our logic cannot 
answer the questions raised by such a death." 

From information provided by the White House and the U.S. Park Police, Foster 
had a typical mornir.c Tuesday and lunch at his desk before leaving his second 
floor office about 1 p.m. He would not be heard from, by family or staff, again. 

Around 6 p.m., Fairfax County rescue workers found the body after responding 
to an emergency call of trouole at the outpost that overlooks the Potomac River. 


Maj . Robert H. Hi: 
and a dress shirt cu- 
found. Foster's suit: 
his car by polite s-r; 
was parked along wit. 
the George Wasfcingto: 

"Some people who 
solitude," Park Poii 
off and found nimsel 


.as , a Park Police spokesman, said Foster, dressed in slacks 
nc tie. was carrvir.- no identification when his body was 
tat, wit. -i his wallet and identification, was found later in 
aching tor clues. T::-:- car, with Arkansas license plates, 
several others m tr.e lot of the overlook, which is off 
: Memorial Parkway ir. McLean. 

rornmit suicide have a tendency to seek out a nice area of 
re Sgt. Gregory Brown said cf that area. "It appears he went 
: a quiet place and that was it." 


Park Police reported that a revolver was found near the body. Law enforcement 
sources said the Park Police asked the Bureau of Alcohol. Tobacco and Firearms 
?o trace two Celt .1 = 5 manufactured ir. 1513. but ATF was unable to do so because 
of the age of the weapons. 

Short lv after 9 c.m., McLarty was notified of the unconfirmed death and by 10 
p.m., the death was confirmee. Clinton was told by McLar ^L jus ^ ** and 
finished an appearance on the "Larry King Live" show on CNN, and Clinton and 
McLartv went cruickiv tc Foster's Georgetown home to comfort his wife, Lisa. 
Friends described a* shocked anc grieving =roup of Arkansans engaging in the same 
soul-searching over Foster tnat envelopes the White House yesterday. 

The White House announced that the Jus-rice Department would be the "point of 
contact" for an inv-r/ tiqation into Fcste. * death by tne U.S. Park Police. 
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A search of Foster's white House cffirt is scheduled for today, Justice 
Department spokesman Dean St. Dennis saic. Two senior Justice Department 
lawyers, David Margolis and Roger Adams, ire participating because "there is 
apparently a great deal in the office on. caper and in the computer concerning 
Foster's privileged communications witn tne president," St. Dennis said. 

Clinton, joined by a contingent of Arkansas friends, will travel- to Little 
Rock Friday for the funeral. Hillary Clinton, who some describe as an even 
closer friend of Foster than the president, already is in Little Rock. 


The president canceled his public events yesterday but said he had kept to 
his routine of meetings in the White House. "We have to go on -- we have the 
country's business tc do," he said. Aides described him as sitting up until 
almost 2 a.m. wondering what had brought Fos ter to the edge. "He was perplexed, 
like everyone," one aide saiu. 


Some staff members, overcome with emotion, described a morning meeting in 
which Clinton recalled his c.tildhood with Foster in what one called "the most 
evocative, moving wcrds." The White House later released a transcript in which 
Clinton called Foster "a perfectly wonderful man on whom I relied and on whom I 
put a lot for a very long tine." 

Clinton said that -when McLarty infcrmtr him of Fester's death, "I just kept 
thinking in my mind cf when we were so ycunc, sitting on the ground in the 
backyard, throwing knives into the ground and seeing if we were adroit enough to 
make them stick." Clinton, K-Larty ar.i Fts ter grew up together in Hope, where 
Clinton's grandparents' yard abutted the larger yard cf the Foster family. 

Clinton spoke cf Foster being there for him when he began his career in 
politics, when he rar. for Arkansas attorney general and governor. He said when 
the Rose law firm hired Hillary, "Vince Foster and Webb Hubbell became her 
closest friends." 


Because of his jeo, Foster had been associated witr. some of the 
administration's problems in appointments that had not been thoroughly 
investigated, and in the travel office afrair w-.ere he had attended some of the 
meetings related to it and briefed Hillary Clinton. But he was not criticized in 
that situation, nor ..eld res; or.sible for ao; re cf the problems with appointments. 

Yet a friend described him as feelmc responsible. "He was a guy whose 
individual sense of responsibility fer things went well beyond what a normal 
person would do. He brought everything or. to? cf himself and was almost 
obsessive in wanting everything to be done right and feeling he somehow could 
have made it right if it wasn't." 

Staff writers Car. Balz, Michael Isixoir, Sill Miller and Pierre Thomas 
contributed to this report. 


GRAPHIC: PHOTO, VINCENT FOST.R JR. ; PHOT*". REITER 
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policy coordination — requires that trie FBI report 
to the Attorney General on all of its activities. 

) 

- Title 23, United States Cede (U.S.C.), Section 
535(b) (any information, allegation, or complaint 
received in a department or agency of the executive 
branch relating to criminal violations involving 
Government officers or employees must be expeditiouslv 
reported to the Attorney General by the head of the 
department or agency) . 

A comprehensive review of available files fai led to 
revea l a specific policy or cuicance that addressed a situat ion 
where the White House made direct contact with the FBI for 
purposes cf obtainin g guid ance, or a request to conduct 
investigation, in a criminal matter. The information feund in 
this review crevices guidance for FBI responses to requests for 
information for oncoina investigati on , n ot a cri mi nal comp laint. 
For example, in a memorandum of 7/20/72 fren D.J. Dalbev to 
hr. Felt entitled "Cisseramaticn of Information The White House, 

Criminal Cases'* it was noted " from a strict legal 

standpoint, there is no specific authority far it. The authont 
and the coligaticn cf the FBI are to keep the Attorney General 
fully informed...." 
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Amid concern in the White House last Friday over charges that cronyism lay 
behind the dismissal of seven travel aides, Clinton advisers summoned a senior 
official in the Federal Bureau of Investigation to a political strategy session 
and solicited a public statement from the agency backing their version of 
events . 

By calling on the F.B.I. to help save the Administration from embarrassment, 
the White House appeared to be deviating from two decades of efforts to insulate 
the law-enforcement agency from even the appearance of Presidential 
manipulation. 

It also put the bureau in the position of departing from what some F.B.I. 
officials said had been two long-standing practices: dealing with the White 
House only through the Justice Department to avoid the appearance that the 
bureau was being enlisted for political ends, and avoiding confirmations of the 
bureau's investigations. In the past, F.B.I. officials have been disciplined for 
disclosing investigations. 

An Administration official said tonight that Attorney General Janet Reno had 
called the White House counsel, Bernard Nussbaum, today to complain about the 
White House not having gone through her office to deal with the F.B.I. 
statement. The official told of the complaint in confirming an account in the 
Tuesday issue of The Washington Post. 

In an interview tonight, Mr. Nussbaum said that in his conversation with Ms. 
Reno he had "reaffirmed" that "it has been and remains the policy of the White 
House that any contact" with the F.B.I. would be made through the Attorney 
General's office. The original contact with the F.B.I. was made by the White 
House, he said, because officials there regarded the suspicion of improper acts 
in the travel office as a police matter. 

The disclosure of the White House's interaction with the bureau came during 
questioning of George Stephanopoulos , the White House communications director, 
by reporters at today's news briefing. 

'We've Got to Do Better' 

Mr. Stephanopoulos also acknowledged that President Clinton was 
■disappointed in what happened" last week, when the furor over the dismissal 
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of the travel office staff and over the President's expensive haircut at Los 
Angeles International Airport diverted attention from his economic message. Mr. 
Stephanopoulos said the President "feels we've got to do better, and we will." 

■What we saw last week isn't going to happen again," Mr. Stephanopoulos 
added. But he no sooner uttered those words than ha found himself bombarded by 
questions about the links between the White House and the F.B.I. in the travel 
office dismissals. 

John Collingwood, the bureau official who attended the White House meeting, 
said that no one had tried to manipulate the agency into backing the White House 
findings of mismanagement. "I'm very confident we followed our normal practice 
here," he said. 

Nevertheless, he said he was "surprised" when Presidential aides on Friday 
took the highly unusual step of releasing an F.B.I. statement not intended for 
public release, confirming that a Federal inquiry was under way. 

Political Strategy Session 

While the F.B.I. normally does not disclose investigations, he said, this 
particular statement was consistent with the bureau' s policy of acknowledging 
some high-profile investigations if the facts have been disclosed by a credible 
source, in this case the White House. 

Mr. Stephanopoulos said today that last Friday, Dee Dee Myers, the White 
House press secretary, called Mr. Collingwood, the bureau' s director of public 
affairs and Congressional relations, and asked him to meet in Mr. 

Stephanopoulos' a office with Mr. Stephanopoulos; Ms. Myers; David Watkins, 
assistant to the President for management and administration, who supervised the 
travel office; Mr. Nuasbaum and two members of his staff. 

White House officials acknowledged that the meeting was a political strategy 
session on how to quell the furor over the abrupt dismissal of the travel office 
staff . 

The F.B.I. official was asked to help draft a statement on Friday afternoon 
after several news organizations obtained a memorandum written by Mr. Clinton's 
cousin, Catherine Cornelius, less than a month after Mr. Clinton took office, 
proposing that the White House dismiss the seven career travel office employees 
and put her in charge. 

The disclosure of the Cornelius memo had called into question the White 
House's claims that the members of the travel office staff were dismissed purely 
because of mismanagement and possible criminal behavior. 

Possible Criminal Behavior 

Normally, bureau spokesmen neither confirm nor deny the existence of an 
investigation, except in unusual cases when it has come to light independently. 
Some F.B.I. officials said privately last week that they were uncomfortable with 
the way their agency was being brought into a case with apparent political 
ramifications . 
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ground* to begin a preliminary criminal investigation, as the White House had 
claimed. 

Mr. Stephanopoulos said the Clinton team had "talked to" the F.B.I. official 
about issuing a statement backing the White House claim of possible criminality. 
That claim was based on an earlier investigation of the office .by the accounting 
firm of Peat Marwick. Mr. Stephanopoulos said no coercion had been involved, and 
that it was simply a discussion between the White House and the F.B.I. about 
what, if anything, the bureau would feel comfortable saying at that stage of the 
investigation . 

Reno Met With Sessions 


As the White House was releasing the bureau's statement last Friday, Ms. Reno 
and the F.B.I. Director, William S. Sessions, were meeting to discuss his future 
with the agency. Mr. Sessions has been under fire for months, and his job is 
currently under review by the Clinton Administration because of allegations of 
wrongdoing that were brought by the Justice Department's Office of Professional 
Respons ibil i ty . 

Mr. Stephanopoulos said Mr. Sessions played no role in approving the bureau's 
statement about its investigation of tha travel office. 

Asked if he had been aware that it was not standard practice for the F.B.I. 
to confirm investigations , Mr. Stephanopoulos said, "I'd have to check the 
standard practice . " 

GRAPHIC: Photo: President Clinton was said to be "disappointed in what happened" 
last week, when the furor over the dismissal of the travel office staff and over 
tha President's expensive haircut at Los Angeles International Airport diverted 
attention from his economic message. The President attended an event yesterday 
in the Rose Garden. (Jose R. Lopez/The New York Times) 
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House Republicans turned a harsh spotlight on the failings of Little Rock's 
Rose Law Firm yesterday, calling it a case study in conflicts of interest for 
work it did for the federal government. They released new documents to flesh out 
Hillary Rodham Clinton's role in representing an S&L regulated by her husband's 
gubernatorial administration. 

At issue was the firm's failure to tell two federal agencies of prior work 
some of its lawyers, including Hillary Clinton, had done for Madison Guaranty 
Savings & Loan. One of those called to testify was Hillary Clinton's former Rose 
partner, Webster L. Hubbell, who entered federal prison this week for 
overbilling clients -- including the government. 

As congressional Whitewater hearings came to a close yesterday. House 
Republicans distributed a stack of letters and memos to and from Hillary Clinton 
connected to her work for Madison and its owner, James B. McDougal, that showed 
her involved in a wider range of issues than she has previously discussed. In 
the past, Hillary Clinton has described her work for Madison as minimal. The 
issue has been an ethical concern for the Clintons since the 1992 presidential 
race, when news accounts raised questions about Hillary Clinton's representation 
of the SSlL in a matter before a Clinton-appointed regulator. At the time, 
McDougal was the Clintons' partner in the Whitewater real estate venture. 

Rose's many potential conflicts of interest and its failure to disclose them 
to the Federal Deposit Insurance Corp. and the Resolution Trust Corp. have 
recently been detailed by inspectors general from both agencies. The RTC cited 
Rose's work on Madison in particular as a conflict, but said it had failed to 
disclose prior work that might have kept it .from being hired in six of 16 S& L 
cases it worked on for the RTC. 

"This could be described as an insider firm reaping profits from the public 
after insiders had defrauded the public and caused a loss to the taxpayers," 
Banking and Financial Services Committee Chairman Jim Leach (R-Iowa) said of the 
Rose Law Firm. 

Ronald Clark, the firm's chief operating officer, said yesterday that Rose 
reported its potential conflicts to Hubbell for him to disclose to federal 
regulators. He noted that "we are the ones who reported Webster Hubbell 's crimes 
to the proper authorities." 
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~ But even Democrats refused yesterday to defend the Rose firm's actions. "It's 
obviously a corrupt firm," said Rep. Joseph P. Kennedy II (D-Mass.). They 
largely tried to lay blame for the failure to root out Rose's conflicts of 
interest on Republican appointees running the federal S4L regulatory agencies in 
the late 1980s when Rose was hired. 


Democrats who attended yesterday's hearing were sympathetic toward April 
Breslaw, the RTC lawyer who hired and supervised Rose. 

Breslaw was secretly tape-recorded in 1994 by this week's star witness, RTC 
investigator L. Jean Lewis. Lewis worked on a request for a Justice Department 
criminal investigation of Madison and she suspected a check-kiting scheme at the 
S4L that might be benefiting Whitewater. The real estate venture, which was 
jointly owned by the Clintons and McDougal and his wife, maintained a checking 
account at Madison. 


On the tape, Breslaw tells Lewis that the "head people" at the RTC, if they 
could say it honestly, "would like to be able to say Whitewater did not cause a 
loss to Madison." 


But Breslaw, who appeared after the dramatic tape was played before the 
committee earlier this week, said, "The people at the RTC who have actively 
participated in the Madison investigation are nonpolitical professionals, like 
myself. We have never had any interest in anything other than an honest 
investigation. ■ 

In the. late 1980s after Madison's failure, Breslaw hired Hubbell to sue Frost 
4 Co., the S4L's accountants. She also dealt with him on other S4L cases Rose 
took on for the RTC. 


Hubbell was the lead attorney in the government's case against Frost 4 Co., 
an attempt to recoup some of the estimated $ 60 million in taxpayer losses 
caused by the S4L's failure. The FDIC sought $ 10 million in damages. Rose 
settled the case for $ 1.025 million, billing the government $ 375,000 in fees 
and expenses. 

There was a visible chill between the once friendly lawyers yesterday. 

Hubbell sat at one end of the witness table; at the ocher end --as far away as 
she could get -- sat Breslaw, a young lawyer whose career has been tangled in 
the Madison controversy as a result of her decision to hire him. For much of the 
past 1 1/2 years, amid controversy about conflicts of interest by Rose, Breslaw 
has insisted there were none. 


Hubbell acknowledged that he knew Rose had previously represented Madison 
when the government hired him to sue Madison's accountants. He may have even 
heard it, he said, from then-state Securities Commissioner Beverly Bassett 
Schaffer. 


Republicans read portions of a deposition from Schaffer in which she said she 
specifically told Hubbell that Hillary Clinton and another lawyer had previously 
done work for Madison that involved Frost. Schaffer said Hubbell "just let this 
discussion drop without additional comment.” 

Hubbell testified that other Rose firm lawyers, including, he believed, 
Hillary Clinton, knew Rose was caking on the Frost lawsuit. 
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Amid concern in the White House last Friday over charges that cronyism lay 
behind the dismissal of seven travel aides, Clinton advisers summoned a senior 
official in the Federal Bureau of Investigation to a political strategy session 
and solicited a public statement from the agency backing their version of 
events . 

By calling on the F.B.I. to help save the Administration from embarrassment, 
the White House appeared to be deviating from two decades of efforts to insulate 
the law-enforcement agency from even the appearance of Presidential 
manipulation. 

It also put the bureau in the position of departing from what some F.B.I. 
officials said had been two long-standing practices: dealing with the White 
House only through the Justice Department to avoid the appearance that the 
bureau was being enlisted for political ends, and avoiding confirmations of the 
bureau's investigations. In the past, F.B.I. officials have been disciplined for 
disclosing investigations. 

An Administration official said tonight that Attorney General Janet Reno had 
called the White House counsel, Bernard Nussbaum, today to complain about the 
White House not having gone through her office to deal with the F.B.I. 
statement. The official told of the complaint in confirming an account in the 
Tuesday issue of The Washington Post. 

In an interview tonight, Mr. Nussbaum said that in his conversation with Ms. 
Reno he had "reaffirmed" that "it has been and remains the policy of the White 
House that any contact" with the F.B.I. would be made through the Attorney 
General's office. The original contact with the F.B.I. was made by the White 
House, he said, because officials there regarded the suspicion of improper acts 
in the travel office as a police matter. 

The disclosure of the White House's interaction with the bureau came during 
questioning of George Stephanopoulos , the White House communications director, 
by reporters at today's news briefing. 

'We've Got to Do Better' 

Mr. Stephanopoulos also acknowledged that President Clinton was 
"disappointed in what happened" last week, when the furor over the dismissal 
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of the travel office staff and over the President's expensive haircut at Los 
Angeles International Airport diverted attention from his economic message. Mr. 
Stephanopoulos said the President •feels we've got to do better, and we will.* 


•What we saw last week isn't going to happen again,* Mr. Stephanopoulos 
added. But he no sooner uttered those words than he found himself bombarded by 
questions about the links between the White House and the F.B.I. in the travel 
office dismissals. 


John Collingwood, the bureau official who attended the White House meeting, 
said that no one had tried to manipulate the agency into backing the White House 
findings of mismanagement. *I'm very confident we followed our normal practice 
here, * he said. 

Nevertheless, he said he was •surprised" when Presidential aides on Friday 
took the highly unusual step of releasing an F.B.I. statement not intended for 
public release, confirming that a Federal inquiry was under way. 

Political Strategy Session 

While the F.B.I. normally does not disclose investigations, he said, this 
particular statement was consistent with the bureau's policy of acknowledging 
some high-profile investigations if the facts have been disclosed by a credible 
source, in this case the White House. 


Mr. Stephanopoulos said today that last Friday, Dee Dee Myers, the White 
House press secretary, called Mr. Collingwood, the bureau's director of public 
affairs and Congressional relations, and asked him to meet in Mr. 

Stephanopoulos' s office with Mr. Stephanopoulos; Ms. Myers; David Watkins, 
assistant to the President for management and administration, who supervised the 
travel office; Mr. Nussbaum and two members of his staff. 

White House officials acknowledged that the meeting was a political strategy 
session on how to quell the furor over the abrupt dismissal of the travel office 
staff. 


The F.B.I. official was asked to help draft a statement on Friday afternoon 
after several news organizations obtained a memorandum written by Mr. Clinton's 
cousin, Catherine Cornelius, less than a month after Mr. Clinton took office, 
proposing that the White House dismiss the seven career travel office employees 
and put her in charge . 

The disclosure of the Cornelius memo had called into question the White 
House's claims that the members of the travel office staff were dismissed purely 
because of mismanagement and possible criminal behavior. 

Possible Criminal Behavior 

Normally, bureau spokesmen neither confirm nor deny the existence of an 
investigation, except in unusual cases when it has come to light independently. 
Some F.B.I. officials said privately last week that they were uncomfortable with 
the way their agency was being brought into a case with apparent political 
ramifications . 
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Nevertheless, bureau officials also said there appeared to have been adequate 
grounds to begin a preliminary criminal investigation, as the White House had 
claimed. 


Mr. Stephanopoulos said the Clinton team had "talked to" the F.B.I. official 
about issuing a statement backing the White House claim of possible criminality. 
That claim was baaed on an earlier investigation of the office by the accounting 
firm of Peat Marwick. Mr. Stephanopoulos said no coercion had been involved, and 
that it was simply a discussion between the White House and the F.B.I. about 
what, if anything, the bureau would feel comfortable saying at that stage of the 
investigation . 

Reno Met With Sessions 


As the White House was releasing the bureau's statement last Friday, Ms. Reno 
and the F.B.I. Director, William S. Sessions, were meeting to discuss his future 
with the agency. Mr. Sessions has been under fire for months, and his job is 
currently under review by the Clinton Administration because of allegations of 
wrongdoing that were brought by the Justice Department's Office of Professional 
Responsibility. 

Mr. Stephanopoulos said Mr. Sessions played no role in approving the bureau's 
statement about its investigation of the travel office. 

Asked if he had been aware that it was not standard practice for the F.B.I. 
to confirm investigations, Mr. Stephanopoulos 9aid, "I'd have to check the 
standard practice." 

GRAPHIC: Photo: President Clinton was said to be "disappointed in what happened" 
last week, when the furor over the dismissal of the travel office staff and over 
the President's expensive haircut at Los Angeles International Airport diverted 
attention from his economic message. The President attended an event yesterday 
in the Rose Garden. (Jose R. Lopez/The New York Times) 
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House Republicans turned a harsh spotlight on the failings of Little Rock's 
Rose Law Firm yesterday, calling it a case study in conflicts of interest for 
work it did for the federal government. They released new documents to flesh out 
Hillary Rodham Clinton's role in representing an S&L regulated by her husband's 
gubernatorial administration. 

At issue was the firm's failure to tell two federal agencies of prior work 
some of its lawyers, including Hillary Clinton, had done for Madison Guaranty 
Savings & Loan. One of those called to testify was Hillary Clinton's former Rose 
partner, Webster L. Hubbell, who entered federal prison this week for 
overbilling clients -- including the government. 

As congressional Whitewater hearings came to a close yesterday. House 
Republicans distributed a stack of letters and memos to and from Hillary Clinton 
connected to her work for Madison and its owner, James B. McDougal, that showed 
her involved in a wider range of issues than she has previously discussed. In 
the past, Hillary Clinton has described her work for Madison as minimal. The 
issue has been an ethical concern for the Clintons since the 1992 presidential 
race, when news accounts raised questions about Hillary Clinton's representation 
of the S&L in a matter before .a Clinton-appointed regulator. At the time, 
McDougal was the Clintons' partner in the Whitewater real estate venture. 

Rose's many potential conflicts of interest and its failure to disclose them 
to the Federal Deposit Insurance Corp. and the Resolution Trust Corp. have 
recently been detailed by inspectors general from both agencies. The RTC cited 
Rose's work on Madison in particular as a conflict,- but said it had failed to 
disclose prior work that might have kept it from being hired in six of 16 S&L 
cases it worked on for the RTC. 

"This could be described as an insider firm reaping profits from the public 
after insiders had defrauded the public and caused a loss to the taxpayers," 
Banking and Financial Services Committee Chairman Jim Leach (R-Iowa) said of the 
Rose Law Firm. 

Ronald Clark, the firm's chief operating officer, said yesterday that Rose 
reported its potential conflicts to Hubbell for him to disclose to federal 
regulators. He noted that "we are the ones who reported Webster Hubbell 's crimes 
to the proper authorities." 
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But even Democrats refused yesterday to defend 'the Rose firm's actions. "It's 
obviously a corrupt firm, - said Rep. Joseph P. Kennedy II (D-Mass.). They 
largely tried to lay blame for the failure to root out Rose's conflicts of 
interest on Republican appointees running the federal S&L regulatory agencies in 
the late 1980s when Rose was hired. 


Democrats who attended yesterday's hearing were sympathetic toward April 
Breslaw, the RTC lawyer who hired and supervised Rose. 

Breslaw was secretly tape-recorded in 1994 by this week's star witness, RTC 
investigator L. Jean Lewis. Lewis worked on a request for a Justice Department 
criminal investigation of Madison and she suspected a check-kiting scheme at the 
S&L that might be benefiting Whitewater. The real estate venture, which was 
jointly owned by the Clintons and McDougal and his wife, maintained a checking 
account at Madison. 


On the tape, Breslaw tells Lewis that the "head people" at the RTC, if they 
could say it honestly, "would like to be able to say Whitewater did not cause a 
loss to Madison." 


But Breslaw, who appeared after the dramatic tape was played before the 
committee earlier this week, said, "The people at the RTC who have actively 
participated in the Madison investigation are nonpolitical professionals, like 
myself. We have never had any interest in anything other than an honest 
investigation. " 

In the late 1980s after Madison's failure, Breslaw hired Hubbell to sue Frost 
i Co., the S&L's accountants. She also dealt with him on other S&L cases Rose 
took on for the RTC. 


Hubbell was the lead attorney in the government's case against Frost & Co., 
an attempt to recoup some of the estimated S 60 million in taxpayer losses 
caused by the S&L's failure. The FDIC sought $ 10 million in damages. Rose 
settled the case for $ 1.025 million, billing the government $ 375,000 in fees 
and expenses. 

There was a visible .chill between the once friendly lawyers yesterday. 

Hubbell sat at one end of the witness table; at the other end --as far away as 
she could get -- sat Breslaw, a young lawyer whose career has been tangled in 
the Madison controversy as a result of her decision to hire him. For much of the 
past 1 1/2 years, amid controversy about conflicts of interest by Rose, Breslaw 
has insisted there were none. 

Hubbell acknowledged that he knew Rose had previously represented Madison 
when the government hired him to sue Madison's accountants. He may have even 
heard it, he said, from then-state Securities Commissioner Beverly Bassett 
Schaffer. 


Republicans read portions of a deposition from Schaffer in which she said she 
specifically told Hubbell that Hillary Clinton and another lawyer had previously 
done work for Madison that involved Frost. Schaffer said Hubbell "just let this 
discussion drop without additional comment." 

Hubbell testified that other Rose firm lawyers, including, he believed, 
Hillary Clinton, knew Rose was taking on the Frost lawsuit. 
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•I did not consider that a conflict because we were standing in the shoes of 
Madison in suing their former accountants, ■ he said. Hubbell said he told the 
RTC of the prior work for Madison, but Breslaw said she was not informed. 


Committee documents obtained from a variety of sources, including the Rose 
firm and Madison files, showed some of Hillary Clinton's work for the S&L, 
including a letter she sent to Frost & Co. for an audit -- the same accounting 
firm Rose later sued on the government's behalf over its Madison audits. 


In her February 1986 letter, Hillary Clinton said the SfcL was not- aware of 
any pending claims that would affect the 1985 financial statement Frost was 
preparing for Madison. 

An earlier Frost audit of Madison's books was part of the Rose firm's 
submission to state regulators in 1985 when Madison wanted permission to raise 
capital by selling preferred stock. Hillary Clinton and a young Rose associate, 
Richard Massey, worked on the stock proposal. 

Two department officials recommended against the plan, which had never before 
been tried in Arkansas. They were overruled by Schaffer. 

Documents show Hillary Clinton worked on Madison's joint investment in loans 
initiated by another institution for which Rose did work. 

In addition, the documents showed Hillary Clinton was involved in various 
aspects of Madison's Castle Grande industrial -and- trailer park project south of 
Little Rock. Hillary Clinton provided advice on regulatory questions involving a 
proposed brewery and water and sewer system at the site. 

The RTC inspector general was particularly critical of Rose's work on a $ 

1.75 million land deal that bank examiners later branded as a series of 
"fictitious" transactions. Hillary Clinton was the billing partner on Madison 
matters, but another Rose attorney handled the land deal closing. 
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If Hillary Rodham Clinton has a few more bucks than in the late '80s, she 
owes a thank you to David Hines, a Southerner who has a keen, consistent eye for 
spotting overpriced stocks. 

Hines, whose name has not surfaced before as a money maker for Clinton, 
helped manage part of her assets in the late '80s and very early '90s. Some pros 
tell me that thanks largely to his prowess as a short-seller - a bettor on lower 
stock prices - she turned in some sparkling gains, especially in '89 and '90. 

At that time, Hines was a key portfolio manager at a Little Rock investment 
firm. In fact, the intense, fast- talking Hines' name was on the door: 

Smith-Hines Investment Management {now Smith Capital Management) . Clinton had 
put $ 50,000 to $ 100,000 in Value Partners, a partnership run by the firm. 

Her assets swelled as Hines helped rack up hefty gains for Value Partners - 
37V in '89 and 46V in '91. Among the winning short sales that helped spark such 
increases, according to Hines: USG, Shorewood Packaging, Software Publishing, 
Southeast Banking and KnowledgeWare . 

Rowland Smith, vice president of Smith Capital Management, confirms Hines 
made a major contribution. "He was very instrumental in those '89 and '90 gains. 
He's an impressive, knowledgeable guy and especially good at selling short." 

Hines, 36, left Smith-Hines in September '91 to start Hines Management. 
Located in Conway, Ark., 35 miles from Little Rock, it has $ 15 million of 
assets. Its focus is short selling, though it also buys stocks. 

The Clintons' investments were disclosed a month ago in federal filings. At 
no point did the first lady help pick stocks Value Partners bought or sold short 
or discuss them with the firm. Her holdings have been placed in a blind trust to 
avoid questions concerning her financial dealings. Hines doesn't manage any of 
her assets now. 

Hines, who chatted with Clinton on several occasions when her husband was 
governor of Arkansas, describes her as "astute, businesslike and a real sharp 
cookie. I'd also say she's well qualified to be president." 

Did he vote for Bill? Hines is quick to say: "I won't answer that." 
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As a short -seller - a risky strategy - Hines trailed the market in '92, 
posting a 3.5% gain vs. a 7.6% total return for Che S&P 500 index. But he beat 
the average short-seller {down 4%). This year, he's running rings around both 
with a gain of more than 30%. The S&P 500 this year is up less than 4%, 
including dividends, and the average short this year is about flat. 

Among his big '93 hits on the short side: Eagle Hardware, MTC Electronic, 
VideOcart, Immune Response, McAfee Associates and KnowledgeWare . 

Where will the market be in six months? No answer. "I don't try to guess 
where the market will go; I try to guess where stocks will go." Still, he's not 
excited about buying stocks. "We're late in the bull market," he says. His 
reasoning : 

- Rich stock valuations, as measured by fundamental values (such as 
price-earnings multiples, book values and dividend yields) . 

- Big public buying of stock mutual funds, a contrary indicator. 

- A continuing high level of company stock offerings, which generally 
coincides with market tops. 

Hines tracks 200 stocks daily, mostly on NASDAQ. In short selling, he won't 
make a bet until he sees an event taking place within three months - some sort 
of news that'll knock the stock price down. That would include an unfavorable 
earnings announcement, news of a product delay or a disclosure from a rival that 
could signal more competition. 

"To short without an event is insanity," he says. "A company that has poor 
fundamentals can double or triple before you're proved right." 

That's not as easy as it sounds. Earlier this year Hines rolled craps when he 
sold short some riverboat-gambling stocks. The event he looked for: that 
investors would recognize the low quality of earnings because of such practices 
as capitalizing expenses and low-balling estimated tax liabilities. But it never 
happened. Mania for the group is such that no one cared. "I shorted too soon and 
it cost me," he says. 

A big reservoir of information for Hines is quarterly corporate filings with 
the Securities and Exchange Commission in connection with their earnings 
reports. "I try to get them first or as early as I can to see if there are any 
problems," he says. 

One top short - see charts for favorite shorts and buys - is Jan Bell 
Marketing. Until recently it was a jewelry distributor that got 60% of its 
revenue from Sam's Wholesale Clubs (owned by Wal-Mart) and 20% from Pace 
Warehouse . But no more . 

Jan Bell has announced it's switching from being a distributor at Sam's to 
operating leased jewelry departments at the chain. As part of the shift, Jan 
Bell will buy more than $ 77 million worth of its inventory from Sam's and hire 
1,200 more workers. 


Troubling Hines is that he sees profit margins will not be as large as in the 
past. In fact, the company said just that in a recent quarterly filing with 
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the SEC. What's more, now that it's more of a retailer than a distributor, Hines 
points out that Jam Bell will incur inventory risk. In the past, the goods it 
shipped to Sam's were counted as revenue. 


Hines says it's unclear how Jan Bell will fund a $ 77 million merchandise 
buyback. It could do a stock offering or take some other action that could 
dilute per-share earnings, he says. He also feels its conversion from chiefly a 
distributor to a retailer could be much more costly than Wall Street expects. 


•This jewelry company is no gem," Hines says. 

What's Jan Bell got to say? I left several messages for CEO Alan Lipton, but 
he never called back. The public -relations department also failed to respond to 
several calls. 


Hines' top buy, though not his biggest projected winner, is Marcum Natural 
Gas. It makes state-of-the-art dispensing and control equipment for alternative 
fuels, such as natural gas. Though a money- loser now, it should be a major 
beneficiary of a big swing to natural gas, Hines says. 

How does he relax? "I work; I love it!" Hines, father of three, then caught 
himself, saying he also coaches a Little League baseball team that's playing 
less than .500 ball. "It's a rebuilding process," he says. "I'm going to turn it 
around - just like I did with my firm. " 

Hines' top shorts... 

Money manager David Hines lists his favorite short sales and stock buys for 


the next 12 months: 

Thurs . 

52-week 


12 -mo. 

Pet. 

Company 

close 

high/ low 


target 

change 

Hondo Oil & Gas 

$ 8 7/8 

12 7/8 / 5 

5/0 

$ 1 

-89% 

Tristar 

$ 6 5/8 

13/4 

3/8 

$ 1 

-85V 

Columbia Gas System 

$ 24 5/8 

25 3/4 / 15 

1/8 

$ 7 

-72% 

Alaska Air Group 

$ 15 1/8 

20 3/4 / 14 

3/4 

$ 5 

-67% 

Jan Bell Marketing 

$ 14 1/2 

23 / 12 

1/2 

$ 5 

-66% 

SciClone Pharmac. 

$ 14 

21 1/2 / 7 

1/2 

$ 5 

-64% 

Interactive Network 

$ 10 1/2 

15 1/8 / 3 

1/4 

$ 5 

-52% 

MTC Electronic Tech. 

$ 9 7/8 

30/4 

7/8 

$ 5 

-49% 

Source : Hines Management 





...and his top buys 

Thur. 

52 -week 


12 -mo . 

Pet . 

Company 

close 

high/ low 


target 

change 

Interactive Medical 

$ 2 1/2 

3 5/16 / 2 


$ 12 

+380% 

Home Shopping Network 

$ 10 1/2 

10 1/8 / 4 

1/8 

$ 20 

+ 90% 

Pizza Inn 

$ 2 3/4 

31/4/: 

Ll/16 

$ 5 

+82% 

Marcum Natural Gas 

$ 8 5/8 

10 7/8 / 2 

1/8 

$ 15 

+74% 


Source : Hines Management 

GRAPHIC: PHOTO, b/w , Joe Tabacca, AP; PHOTO, b/w, Ted Mathias, AP 
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IN the weeks before Vincent Foster's death, he was working on 
overcoming ethical concerns about one of Hillary Rodham Clinton's 
assets by putting the Clintons' financial holdings into a blind 
trust. 

The guilt-ridden deputy counsel may have mishandled a 
potential conflict of interest in Value Partners, an investment 
group in which Hillary Clinton held nearly 1 percent; her estimated 
share is $ 100,000. 

The partnership was about 14 percent invested in health-care 
stocks at last year's end; it had ""short'' positions in companies 
like Health Pro, Cryomedical Sciences and Bioplasty, betting their 
prices would drop. The partnership manager, William Smith, tells me 
he spoke to Foster ""three or four times'' this year. 

Hillary Clinton's public pronouncements about health and her 
hints at the need for particular price controls had a predictable 
effect on stocks in that field. Foster assured her she had no 
conflict-of-interest problems because she was not a government 
employee . 

Then came the lawsuit demanding she open health-reform 
meetings to the public. The Federal Advisory Commission Act says 
that such meetings can be closed if attended only by ""full-time 
officers and employees'' of government . White House counsel won the 
case by claiming Clinton was indeed a federal official for purposes 
of that act. 

But appellate Judge Laurence Silberman put a pregnant 
footnote in his June 22 opinion: ""We do not need to consider 
whether Mrs. Clinton's presence on the Task Force violates any 
conflict-of-interest statutes. '' 

Had Foster's victory in court subjected the first lady to a 
Justice Department investigation based on the Criminal Code's 
section 202? 

Faxed about this. Counsel Bernard Nussbaum faxes back: ""The 
decision did not purport to affect the question whether the first 
lady is an officer or employee for any other purposes, including 
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application of the conflict of interest laws. #/ 

About the propriety of these holdings: ""She had no role 
whatsoever in the investment decisions of the fund. Its holdings 
included some assets that are health-related, but the total of 
these assets is a minor portion of the fund's entire portfolio — 
to our knowledge, less than 10 percent. Foster was aware of these 
facts. The matter was not discussed with the Office of Legal 
Counsel . ' ' 
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Reasonable ethicists will grant that Hillary Clinton' s 
health-related holdings are, as Nussbaura writes, ■ "clearly 
insubstantial, because they are both a small amount of money and an 
insignificant part of the Clintons' total assets. '' Nobody suggests 
she was out to make a buck on short sales of medical stocks. 


But what may well have contributed to Foster's gloom was the 
need to protect the first lady from the consequences of his FACA 
victory with legal legerdemain. His solution was to put this active 
official outside the reach of the law. 


Section 203 specifically exempts the president and the vice 
president from the conflict-of-interest law. Adds the redoubtable, 
likable Nussbaum: ""It is the view of the White House counsel, 
consistent with the views of prior administrations, that the first 
lady, like the president, is not covered by the conflict of 
interest statutes and regulations. '' 

That's the Foster-Nussbaum doctrine, not the law. The 
non-coverage of this most govemmentally energetic first lady was 
not sanctioned by Congress, not approved by the courts, not even 
reviewed by the Justice Department. 

Justice's much-ignored Office of Legal Counsel, once led by 
such luminaries as Chief Justice William Rehnquist and Justice 
Antonin Scalia, was again bypassed by the White House. (The de 
facto boss at Justice, Hillary's former law partner, Webster 
Hubbell, even took over the poor guy's office space.) Nussbaum says 
that President Reagan's Office of Legal Counsel ""opined that the 
first lady was not subject to these laws'' -- as if Nancy Reagan 
ever claimed to be a government official for any purpose. 

The blind trust finalized three days after Foster's death 
does not clean up a half-year's dealings of an asset that a lawyer 
sensitive to the appearance of conflict should have ordered 
divested on Inauguration Day. 

What must have added to Foster's mental burdens? Not the 
money made by Hillary Clinton's $ 14,000 piece of health stocks; 
that's chicken feed. It was the trap set for her by her own 
counsel: She must seek to join the president and vice president as 
the only full-time government officials exempt from the 
conflict-of-interest law. 
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C. Boyden Gray multimillionaire tobacco heir, Harvard '64, certified member 
of America's patrician elite and now President Bush's controversial White House 
counsel and ethics czar -- rams the pedal to the metal. 

Hi ™? n9 **iTtlyin 9 wildly, a chortle on his lips and a wicked gleam in his 
eye, CB -- as his blueblood buddies call him shouts over the wind, "See if I 
can race this Porsche!" 

He eyes the Porsche, which has come from behind to snake around the battered 
Parkway anol-powered Chevy that he's piloting along the George Washington 

r rrr rrrrrrrrrrr - auh - RRRRRRRRRRR ! goes CB's engine. 

■■“J 5 uh ' bahaha ' HAHAHA!" goes CB uncharacteristically, it might seem, for a 
lean, 6 -foot -6, ascetic-appearing man with thick bushy eyebrows who's given to 

i^or nd th S WhlC 5 HOU9e SOme 9 c °op" shouldered Ichabod Crane with a 

somewhat distracted, professorial air. 


He pushes his Chevy past 75 mph, pressing toward 80. 


"It doesn't stop!" he shouts, referring to the zip the 110-octane, 
low-pollution alcohol fuel made from natural gas gives the ancient Chevy "It 
keeps on going. IT JUST KEEPS ON GOING!" C 

But the Porsche gets away. 

t0 Gra 5J 39 he revved more cha * 20 mph over the limit that it 
speeding? d ° ChC pre9ldenc any if his legal counsel got picked up for 

Well, sort of. 

m d ?*^ really want to get picked up," he grinned, lifting his foot. But a 

fSlS hS ? amined 1C d ° wn a 9 ain * in the passionate belief that alcohol 

fuels are the solution to the nacion's energy problems. 

administr a ?iSJ^« C ^? ray h laSt: K Weekend ' when he P ublicl V criticized aspects of the 
administration s triumphant bipartisan accord with Congress on Central 
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America, that thia kind of publicity might not do the president any good? 

Gray, 45, may be one of Bush's most trusted aides, but it's being said in the 
White House and elsewhere in Republican circles that this free-thinking maverick 
is a political bumbler who's hurting his boss. 

That he's dabbling in policy and pushing pet projects like alcohol fuel when 
he should stick to his job of lawyering for the president. 

■He's politically inept, that's his problem," says a major Republican 
operative. "The guy is very well meaning, but he's got a political naivete'. He 
kept pushing this grain stuff [grain is the source of ethanol, another alcohol 
fuel] back in Iowa. He overdid it. He just didn't have the perspective." 

A Bush staffer who watched Gray at work during the campaign recalls that "in 
senior staff meetings he'd go on about something out of this world. You'd be in 
a meeting 10 days before Iowa and he would blow on about some insane thing in 
the paper on methane." 

"This guy," sums up a key Republican observer, "is not coming across as a 
suave Washington insider who knows the ways of power. He comes across as a 
lawyer who's in over his head." 

Gray's eight years as Bush's vice presidential counsel, in this observer's 
view, "didn't include any heavy lifting. He was basically standby equipment." 

Gray, whose legal brilliance is unquestioned --he clerked for Earl Warren 
and later became a partner at Wilmer, Cutler & Pickering -- is offended by these 
suggestions. 


"I don't think I'm politically dumb," he protests, "I really don't ... The 
ethanol thing was such an explosive and powerful issue in the farm community. 
The argument could be made it made a big impact in the Illinois primary against 
[Sen. Robert] Dole." 


But with the administration barely two months old, the flaps continue. 

In the latest. White House Chief of Staff John H. Sununu this week rebuked 
Gray for his public criticism of the Central America accord that Secretary of 
State James A. Baker III had worked out with Congress. Gray believed that it 
might encroach on the constitutional powers of the president, amounting to a 
legislative veto, but his sin was telling this to The New York Times. 

"Judgment was lacking, " a senior administration official was quoted as 
saying. 

Gray wouldn't comment, but another administration official came to his 
defense, saying, "He has an academic interest in the whole subject of 
legislative vetoes, and part of his job is to protect Bush's position. This 
could set a precedent for the future, and he was doing his job by questioning 
it." 


Still, it didn't look good in public. 
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And it was the second time in recent weeks that Gray had clashed bitterlv 
with Baker -- whose ties with the president go back much further than Gray's. 

Gray, designated by the president to enforce ethical standards in reviewing 
financial and personal information on the new administration's appointees had 
been privately pressing Baker to sell a large block of stock in a bank holding 
company with outstanding loans to Third World countries. Suddenly news of this 
dispute appeared on the front page of The Washington Post. 

Baker sold the stock but was said to be -wild* with rage at Gray, thinking 
the counsel planted the story, which Gray as much as admitted to The Wall Street 
Journal. He said he mentioned Baker's situation to reporters as one of several 
examples of troubles officials face in dealing with family businesses. 

■Baker will kill him for it,' says a Republican observer. "Baker likes to toy 
with people like that. He will, over time, destroy his credibility." 

Asked if he's mad at Gray, Baker smiles blandly and says, -No, he's doing his 
» as he sees it. " 3 


job 


Gray viewed the matter, he says, in purely legal terms. -I don't know him 
personally, he says of Baker, "but the law changed in 1988 or 1987 and I 
basically had no choice." 

Earlier, Gray had come under fire for taking a legalistic approach in 
assessing the FBI reports on defense secretary-designate John Tower. At a time 
when Sununu wasn't, yet fully in charge, it fell to Gray to read the reports and 
explain their significance to Bush. Several administration sources believe he 
focused too narrowly on whether Tower was guilty of serious wrongdoing, rather 
than considering whether Senate Democrats could mount a political offensive. 

, 1 wa fn't the political manager!" retorts Gray in his own defense. "I 

S? L? 1 !! W t? WaS "V Sununu, [White House congressional liaison Fred] McClure, 
$“5“ m ?° C Ch u P oinc man role was not to make political 

judgments about it. I had nothing to do with the selection of Tower to begin 

brina noticeable lapse. Gray, the ethics watchdog, failed to 

bring his own finances into line with Bush's stated standards. Two weeks after 
the inauguration, he hurriedly resigned his position with a family 

company and took steps to put his extensive holdings into a blind 

in fp<»t f whfi dlSCl03UreS in th * ? ress thac he had accepted thousands of dollars 
in fees while serving as counsel to then-Vice President Bush. 

"Doonesbury" jumped on that one. 

?® lieV 5 th ? C Gr ? y ' s own embarrassment led him to leak the Baker 

pSn^Uy unpardonable^ if 9<!C Che SP ° tU 9 hC »« himself - 

anything* improper^ 3 3 n3rr ° W "Yi"* he didn't technically do 

ha u e 5 O SeC up a blind Crust '" he says. "I thought I'd done the one 
better thing, which is to sell everything that posed a potential conflict . . 
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I didn't have that much anyway because I'd been selling all throughout the 
period of Che vice presidency." 

■It definitely looked bad," says Frederick Khedouri, the vice president's 
deputy chief of staff in 1985-86. "Sometimes Boyden exhibits characteristics 
that in other people have been described as absent-mindedness." 

Or, says a Republican insider, it might be "the noblesse oblige concept that 
the rules don't apply to me because I'm a certain class of person." 

To Gray's oldest and dearest friends, the idea that he did wrong is 
impossible to entertain. "To have C3, of all people, come under ethics charges!" 
says Tom Goodwin, who helped vote Gray into the exclusive Porcellian club at 
Harvard and who now runs a Washington television production company. "He's one 
of the most honorable people I know. He just wouldn't do that." 

"Well," says Gray, "it was embarrassing to be in ' Doonesbury, ' you know. It's 
not fun." 


Sununu and others in the White House may be mad at him, but Gray's 
relationship with Bush --a strong friendship, really, that developed when he 
was vice presidential counsel -- remains solid. Bush has "developed a confidence 
and trust level with Boyden that's not going to be shaken," says Republican 
National Committee Chairman Lee Atwater. 

Gray was Bush's first presidential appointment. 

A white House insider, asked if the flaps had affected the Gray-Bush 
relationship, says simply, "No. Why should it?" 

There are chose who believe the chemistry between the two men is based on 
their patrician origins. "I'm totally convinced it's class solidarity and 
nothing else," says a source who worked with the two during the vice 
presidential years. "Boyden' s background is amazingly similar to Bush's -- they 
come from this narrow spectrum of American society. The president feels very 
comfortable around him, and it enables Boyden to understand better what goes on 
in the president's mind. I mean, how many rich WASPs are there anymore?" 

Bush and Gray belong to the Alibi Club, perhaps the most exclusive and 
secretive club in Washington with just 50 members. Their fathers were golfing 
buddies. Gordon Gray, who died in 1982 (whose own father had been a president 
and chairman of the R.J. Reynolds Tobacco Co.), was national security adviser to 
President Dwight D. Eisenhower, secretary of the Army for President Harry S 
Truman and president of the University of North Carolina. 

"Boyden' s father was what you might call one of 'The Wise Men' of that 
generation," says Lloyd Cutler, former White House counsel to President Jimmy 
Carter and Boyden Gray's mentor at Wilmer, Cutler & Pickering. "He was a 
citizen-statesman who followed the tradition of Cincinnatus . . . Boyden is in 
that mold of citizen-statesman." 

Indeed, Clayland Boyden Gray seems relaxed and comfortable poking around in 
his large, wood-paneled West Wing office. In the way that only the very rich can 
manage, he's rumpled and tweedy and looks as if he would greatly benefit if 
someone would buy him a new shirt. There's a huge hole in the bottom of one of 
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his shoes, and you get the feeling that if he were preparing to drink a martini, 
he might casually stir it with his finger. 

■It's my way of trying to hide my family assets," he joked once when Sen. Sam 
Nunn (D-Ga.) noticed the hole in his shoe. Gray is worth more than $ 10 million. 


Sprawled on the sofa, warily eyeing his visitor, he's charming and funny and 
serious by turns. He talks about his job as counsel, about the flaps, but seems 
happier by far when he manages to turn the conversation to Thomas S . Kuhn's "The 
Structure of Scientific Revolutions" and its theory on cultural resistance to 
•paradigm shift, the way people think, and why they resist" new ideas like 
alcohol fuels. 


Bush, he notes, pushed alcohol fuels during his vice presidency -- at first 
as a matter of energy security, and later for environmental reasons. 

•At one point," Gray recalls, "I remember Dwayne Andreas [head of Archer 
Daniels Midland, the giant of the ethanol industry] dragging me aside at dinner 
or something and saying" -- here Gray assumes a deep voice — " 'Yew oughta tell 
George, m'boy, tell Georrrrrge, that he, uh, could really make a big thing in 
the farm belt by pushing ethanol as a pollution control measure.' And I thought 
to myself, 'You jerk, I was the one who told your people that it had this 
benefit l' " 


It's not long into the interview before Gray mentions in passing that his old 
college buddy Billy Nitze (Paul Nitze's son) was "having lunch today with the 
president, and he asked me to go down." A little later he mentions that he's 
•involved in lunch Friday with the president . . . Baker, [national security 
adviser Brent] Scowcroft, [drug czar William] Bennett and myself." 

It's kind of hard to miss the point. 

The phone rings, and he takes the call. "I talked to the president about it 
at noon," he says to someone. "I told him it was a tricky business." 

Another call comes and, after keeping the second caller on hold for a minute 
or so, he finally tells the first, "I got Senator Tower waiting on another 
line. • 

He switches to Tower, whose nomination, half an hour earlier, was deep-sixed 
by the Senate. 

"Yes, sir," he says. • ... I'm sorry that it happened, but I thought it was 
as dignified as possible." 

Gray then chuckles at some witticism of Tower's, and hangs up. 

He describes his interactions with Bush, modestly, as "just a good working 
relationship. " 

The long vice presidential years -- during which Bush and Gray, among other 
things, spearheaded President Ronald Reagan's effort to reduce government 
regulations -- put the two men through what Gray calls "some testing, which 
provides a basis for a working relationship." 
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Now, ae a result, the president ’knows what ray strengths and weaknesses are 
--he knows when he can trust me, I think, and when he should get somebody else 
to do something that is not ray area of expertise." 


Gray's job, he says, has included advising the president on the Eastern Air 
Lines strike, reviewing his speeches for legal glitches, coordinating with the 
National Security Council on the legal implications of presidential actions, and 
so on. He also says he's been working on the president's proposals for revisions 
of the Clean Air Act that will soon go to Congress — this last item being a 
prime example, in the view of some White House sources, of Gray's meddling in 
policy matters. 

■I'm interested," Gray responds coolly, "in issues involving the environment, 
as to which I have some expertise." Nevertheless, he insists his job generally 
"is not to be political. That's Atwater's job. That's ocher people's job." 


Cutler says "everything depends on the president and the use he makes of his 
counsel." It's import ant, he says, for the counsel to "have the guts to bring 
things up even if it makes others mad . . . Boyden is maybe not wily and 
ingratiating, but I think that's one of his strengths ... He's the very essence 
of integrity." 

Most of his time now. Gray says, is still spent on FBI clearances for new 
appointees. Bush promised during the campaign higher ethical standards than 
Reagan's, and it has fallen to Gray to monitor this. At the same time, 
recommendations of the President's Commission on Federal Ethics Law Reform are 
being forwarded to Congress. 

"It's an impossible job," Gray says. "I can see how I make enemies. You tell 
people that they can't do this and that." But, he adds, "hopefully the message 
has gotten out that the president feels very, very strongly about these issues 
... People know they've got to be on their toes." 


There is about Gray, personally, a strange mixture of madcap gaiety --he 
frequently attends parties, and stays in touch with scores of old friends — and 
a deep sadness that somehow makes itself felt. 

He's been unlucky in love. He got married late,. to Carol Elizabeth Taylor, a 
Washington ceramist in her twenties whom he met near his summer place in Maine. 
It was a gala wedding with a reception at the Metropolitan Club attended by the 
Bushes. Gray and his wife had one child, a girl, but are now 'separated. 

He worked long hours then, as now, and it was a sore point in the marriage. 
"It's terribly sad," says Angela Galaud, an artist and friend. "He's almost 
naive, in a way, about everyday life. He sort of operates on a higher plane." 


Earlier, Gray spent many years intensely -- and platonically — involved with 
a beautiful woman who was fighting cancer. She won the fight, but they didn't 
marry. "There's sadness because he's spent so much time alone," says a woman who 
knows him well. "It's a very lovely part of him, that he would allow himself to 
be that way, instead of saying that anyone would do for a wife. He's a gentle 
soul . " 


■I don't understand his unhappiness," says Drewry James Jones Jr., a Raleigh 
lawyer who went to law school at North Carolina with Gray. "He probably 
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doesn't understand it himself, but I suspect all his workaholism may fulfill 
some need not met elsewhere." 


Actually, Gray does sort of understand it, and takes a stab at self-analysis 
in recounting his background. Growing up with three brothers and a sister in 
Chapel Hill, when his father was president of the university, was a blissful 
early existence -- but his father was busy and distant, and his mother died when 
he was only 10. He remembers her punishing him one time by "whacking away at me 
with a brush and it broke, the pieces flew across the room and I Kept on crying, 
and she was laughing. She shook me and said, 'You're supposed to be laughing, 
not crying!' She had a great sense of humor. She thought it was the funniest 
thing that ever happened." 

He was sent to boarding school at St. Mark's in Massachusetts, and then to 
Harvard, where he studied history, was on the board of the Crimson, and 
graduated magna cum laude. But "I was always," he says, "odd man out isn't the 
right word, but always different." 

He was a Southerner in the North at a time when Southerners were suspect as 
racist yahoos. In addition, "I came from a relatively wealthy background. I felt 
different because ... I was more or less conservative" at a time when radical 
chic was on the rise. 


After a stint as an officer in the Marine Corps -- "I didn't see how I could 
avoid [military service) with a father who had been secretary of the Army" -- he 
returned to North Carolina for law school. He again found himself, because of 
his years in the North, a social outsider. 

From the start. Gray shone intellectually. "He's one of the brightest people 
I've ever met," says Charlie Shaffer, an Atlanta attorney who grew up with him 
in Chapel Hill. "He was a year younger than everybody in grade school, but he 
had this tremendous brainpower." 

Gray was first in his class and editor of the law review at North Carolina, 
then went on to a prestigious clerkship for Chief Justice Earl Warren, who liked 
matching wits with an ideologically conservative clerk. 

Trained as an antitrust litigator. Gray found himself at Wilmer Cutler doing 
some government agency work and planning strategy for lobbyists. He was there 12 
years, became a partner and helped fight antitrust legislation and lobby 
disclosure laws. 


In December 1980, Deanne C. Siemer, a colleague at Wilmer Cutler, suggested 
Gray as a counsel for the new vice president. "I never thought I'd stay eight 
years," Gray says, "but he constantly made it interesting and challenging." 

The sadness in Gray's life, his friends say, unexpectedly helped bring about 
a happy political gain for Bush. Early in their deregulation work, Bush and Gray 
decided not to press for changes in regulations that help the handicapped --a 
major victory at the time for the handicapped rights movement. 

According to Evan Kemp, a handicapped rights leader and commissioner at the 
Equal Employment Opportunity Commission, Gray came on as "a wonderful, warm 
person" who "instinctively understood disability." Gray himself says the 
emotional shocks of his mother's death, his father's distance and his 
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In the presidential campaign, he seized on rights for the disabled as an 
issue and prevailed on Bush to mention it prominently in his acceptance speech 
and elsewhere. Millions of Americans are disabled in one way or another, and 
Gray's efforts apparently had an effect, according to Louis Genevie, a vice 
president of the Louis Harris polling organization, who studied the matter. 


"The data demonstrate," he wrote to a Sununu aide after the election, "that 1 
to 3 points of President-elect Bush's 7-point margin of victory are directly 
attributable to the swing in disabled voters from their traditional Democratic 
leanings toward the President-elect after he pledged to include disabled voters 
in the mainstream." 

Says Atwater: "Boyden was very sensitive politically on the disabled matter, 
and he helped a lot of us see the light on that ... He had a sincere belief and 
conviction, and he pursued it with feeling." 

Showing off his battered old car. Gray seems totally relaxed and happy. 

He slows, accelerates, slows, accelerates. 


"Not bad," he muses. " ... The paradigm shift, yeah. That's just something 
I'm curious about. I'd recommend to you the biography of [Sir Alexander] 
Fleming, the discoverer of penicillin. Talk about difficulty in getting a new 
product accepted! I mean, think where we'd be if we didn't have antibiotics ... 


rrrrrrrrRAGGHGGGGGmmmm 

" ... but it cook 12 years, the Second World War and an outbreak of gonorrhea 
in North Africa in order to spring it loose, and it took Churchill's personal 
intervention! h 

RHUM! RHUM! RHUM! 

He crosses Chain Bridge, heads back toward town along the canal --a little 
more gently now. 

rrrrrrrrrrrrrrrrrrr 

"Alcohol fuel is much smoother, too," he says. "Gasoline has 40 or 50 
different compounds in it that detonate at different times. Ethanol is just one 
compound. There's no shaking and rattling." 

rrrrrrrrr 

He pulls up in front of the White House. 

"Not a bad car, huh?" 
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An all-star New York lawyer disputes the idea that he's become a White House 
bumbler. 

BYLINE: By David Margolick 
BODY: 

Early in the afternoon of June 3, as the candidacy of Lani Guinier 
disintegrated and the search for a Supreme Court Justice intensified, Bernard 
Nussbaum slipped out of the White House counsel's office. He had an appointment 
in New York, and he was determined to keep it. 

Months earlier, before names like Zoe, Kimba and Lani were to be bandied 
about as often as Oprah, the Federal Bar Council of New York made plans to honor 
Mr. Nussbaum, its past president. When the event rolled around, the 56-year-old 
lawyer received the usual lawyerly doo-dad -- this time, an antique British wig 
box -- but also something far more precious: a loving hometown respite from the 
finger-pointing, second-guessing, and character-assassinating he was enduring in 
Washington. 

"It was a wonderful evening," Mr. Nussbaum said in a telephone interview 
from the White House. "The fact that 450 members of the bar would come to say 
'hello' in the midst of all these attacks was very touching. It gave me the 
strength to go back and face the wolves." 

Changes of venue can produce startling results, but Mr. Nussbaum' s move has 
proven to be the most dramatic since Simi Valley. In two decades at the New York 
firm of Wachtell, Lipton, Rosen & Katz -- interrupted only by a Watergate-era 
stint as counsel to the House Judiciary Committee, during which he supervised a 
young lawyer named Hillary Rodham -- he won a reputation for brilliance and 
savvy. He was literally a lawyers' lawyer, the man firms like Sullivan & 

Cromwell and Kaye, Scholer, Fierman, Handier & Hays turned to when they got in 
trouble . 

But a short shuttle ride away in Washington, where he was supposed to supply 
some gray-haired wisdom to the White House kiddie corps, a different Mr. 

Nussbaum has emerged, at least to his mostly anonymous critics: politically 
naive, ham-handed, tone-deaf. It was he, they charged, who was responsible for 
President Clinton's trifecta of failures -- his first two candidates for 
Attorney General, Zoe Baird and Kimba Wood, and now, Lani Guinier, the 
star-crossed choice to head the Justice Department's civil rights division. 

As Ms. Guinier went down, only hours after the standing-room-only crowd feted 
Mr. Nussbaum at the Harvard Club, so did his star inside the Beltway. Time 
Magazine called him "bumbling." "That's strike three, Bemie, " declared 
Newsweek. Under the headline "Nussbaum Sized Up for the Blindfold," The 
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Washington Post speculated he was already en route to the egress. 

With a Justice still to be selected and myriad other emergencies to tend to, 
Mr. Nussbaum is giving few interviews, even to defend himself. Only with Lani 
Guinier, he said, had he miscalculated, by assuming that any difficulties posed 
by her academic writing would be outweighed by her record as a civil rights 
litigator. 

He boasted of the appointments that worked, particularly of Attorney General 
Janet Reno and her top aides. He insisted that the skills he had picked up in 
takeover litigation -- toughness, the ability to keep cool in a crisis and make 
quick decisions on imperfect information -- mattered more than more Washington 
seasoning. And he laughed off the press criticism. "It's sheer nonsense," he 
said. "It goes with the territory." 

He said he retained the confidence of the only man who mattered. "When you're 
down to one client -- the President -- the only thing that counts is your 
relationship with that client," he said. "If that relationship is good, then bad 
stories mean nothing. If that relationship is bad, then good stories don't mean 
anything. My relationship with the President is good." 

"I see the President any time I think it's reasonably necessary," he 
continued. "Unfortunately, it's been necessary too many times." 

Mr. Nussbaum conceded he had not anticipated how hyperscrut ini ring and 
jaundiced the eyes of Washington are. But for all abuse, he said there was "no 
grander job for a lawyer in the United States. "This President is trying to turn 
this country around," he said. "To be able to help him do that is glorious." 

In Mr. Nussbaum' s current rarefied world, even the relaxation is memorable. 
During the N.C.A.A. basketball tournament, for instance, he and his family 

joined the Clintons and Barbra Streisand at the White House to watch the 

Arkansas -North Carolina game. His 83 -year-old mother has also visited the White 
House. His wife and daughter got an inscribed photograph of themselves with Mr. 

Clinton, who wrote: "To Toby and Emily. Thanks for visiting me and my lawyer at 

the White House." 


Mr. Nussbaum' a days start around 7:30, when he leaves his apartment in the 
Watergate Complex. Seldom does he return before 10 at night. Simple pleasures, 
like dinners out or movies, have become rare treats. 

"This is an all-consuming job," he said. "Every fiber, every talent that I 
have is being used. And to some extent, I'm still learning." 
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Following is the text of the letter of resignation sent to President Clinton 
today by Bernard W. Nussbaum, the White House counsel, and excerpts from the 
President's letter in response: 

Dear Mr. President: 

It has been a great honor and privilege to serve you as Counsel to the 
President. I am proud of the accomplishments of this Administration and those 

that I know will be achieved in the months and years to come. I am also proud of 

the many contributions my office has made to the wide array of policy 
initiatives of your Administration. 

It was also an honor to have assisted in your choice of Janet Reno to be 
Attorney General of the United States, Louis J. Freeh to be the Director of the 
Federal Bureau of Investigation, and Ruth Bader Ginsburg to sit on the Supreme 
Court of the United States. I am particularly proud of assisting in your 
selection of more than 60 men and women of the most distinguished and diverse 
backgrounds ever to serve on the Federal bench. 

As I know you know, from the day I became Counsel, my sole objective was to 
serve you as well and as effectively as I could, consistent with the rules of 
law, standards of ethics, and the highest traditions of the Bar. At all times I 

have conducted the Office of the White House Counsel and performed the duties of 

Counsel to the President in an absolutely legal and ethical manner. 
Unfortunately, as a result of controversy generated by those who do not 
understand, nor wish to understand the role and obligations of a lawyer, even 
one acting as White House Counsel, I now believe I can best serve you by 
returning to private life. With this letter I am therefore tendering my 
resignation. It will be effective April 5. 1994, to assist you in arranging for 
an orderly transition in the Counsel's office. 

I will always value your friendship and that of the First Lady, and will 
always be grateful for the opportunity you gave me to serve. I wish you both the 
very best. 
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Dear Bernie: 


With deep regret, I accept your decision to resign as Counsel to the 
President. Your friendship and advice have meant a great deal to me over the 
years . 


You played an especially significant role in the selections of Attorney 
General Janet Reno, F.B.I. Director Louis Freeh and Associate Justice Ruth Bader 
Ginsberg. . . . 

It has been said that the best a man can give is his living spirit to a 
service that is not easy. And we have worked together in Washington at a time 
when serving is hard. But you gave this Administration one of its liveliest 
spirits and keenest minds, along with your special reverence for duty and 
friendship. For these contributions, I will be forever grateful; for your 
accomplishments, I hope you will be forever proud. 
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President Clinton yesterday minimized the likelihood that an explanation will 
be found for the apparent suicide of White House deputy counsel Vincent Foster 
Jr., but investigators for the U.S. Park Police and Justice Department said 
their investigations of Foster's death are continuing. 

As many of the Arkansans who came to Washington to run the new government 
began returning home for the funeral of their friend, Clinton and his senior 
aides repeated that no clues now exist to explain Foster's death. He was found 
shot in the head Tuesday night in a secluded area of a Virginia park overlooking 
the Potomac River. 

U.S. Park Police Chief Robert Langston, whose officers are conducting the 
inquiry into the death, said all evidence "is leading in the direction" of 
confirming the original finding that the 48-year-old lawyer took his own life. 

Foster's office was searched yesterday in the presence of officials from the 
National Park Service, the Justice Department, the FBI and the Secret Service, 
according to the White House. 

Under their supervision and in the presence of a Foster family lawer. White 
House counsel Bernard Nussbaum examined the office and found "no suicide note 
nor any other document bearing on . . . the death," a White House statement 
said. 

The Justice Department said yesterday it has discovered nothing "to indicate 
foul play or murder'' in the death. Nevertheless, the department's inquiry will 
continue "to find out what the factors were -- if it was a suicide -- that led 
to him killing himself," said department Spokesman Dean St. Dennis. 

The department's intentions seemed more extensive than what had been 
announced Wednesday, but St. Dennis described the probe as "simply a part of 
good police work" when a high-level government official dies "under less than 
known circumstances." 

"It appears that Mr. Foster's death was a suicide," St. Dennis said. But, he 
added, "even though there may be only one in a 1,000 chance of foul play, 
everything will be done to keep in sharp focus even the remote chance that he 
may have been murdered." 
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Langston said the police have examined Foster's telephone logs, paperwork in 
his office, computer files and interviewed "a number of people - who talked to 
Foster on Tuesday. Foster had arrived as usual at the White House, had lunch at 
his desk and left the White House shortly after 1 p.ra. Police are attempting to 
reconstruct the five-hour gap between Foster's departure and the call to 
authorities shortly after 6 p.ra. by the person who found Foster's body. 


■We have quite a bit of information left to gather," Langston said. Police, 
for example, are tracing the license plates of cars that were parked in the 
overlook lot. Detailed interviews with the family will not occur until after 
today's funeral, when at least one mystery is expected to be cleared up: whether 
Foster used his own gun to kill himself. 

Langston said one old gun was found at the scene, but it was constructed of 
parts of at least two guns with separate serial numbers. The chief said Foster 
owned a gun described as being like the one found. 


Foster's body was flown to Little Rock, Ark., yesterday aboard a Defense 
Department aircraft, accompanied by Associate Attorney General Webster L. 
Hubbell . Foster, Hubbell and Hillary Rodham Clinton were partners in the 
influential Rose law firm in Little Rock, and the three were described by the 
president as "best friends." 


The Foster family and other Arkansans flew separately on a private plane to 
Little Rock where a funeral mass will be held this morning at St. Andrew's 
Cathedral. The Clintons were to attend the service with their daughter, Chelsea, 
and the president was to deliver a eulogy for his childhood friend. 


Like the president, many of Foster's colleagues and friends continued to 
question how a lawyer at the top of his career and with no visible serious 
problems could have taken his life. While many of Foster's associates described 
him as being "down" and "depressed" and too prone to blame himself for White 
House problems, they all said he had given no hint of a depression so serious as 
to take his own life. 


"I don't think there is anything more to know," Clinton said. "I mean, you 
know, his family, his friends, his co-workers -- we've been up real lace two 
nights in a row now, remembering and crying and laughing and talking about him, 
and I don't think there is anything else." 

Staff writer Michael Isikoff contributed to this report. 
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Vincent W. Foster Jr., the deputy White House counsel, spent Tuesday morning 
at his desk in the West Wing. Later, he watched the President name a new F.B.I. 

Director in the Rose Garden and gave a friendly wave to reporters. 

Then he returned to his office for an upbeat chat with his boss and lunch 
alone at his desk. Shortly after 1 P.M., he left the White House, telling his 
secretary he was going out. Sometime between then and 6 P.M., he drove to a 
secluded bluff across the Potomac River from Washington, pulled out a vintage 
Colt revolver and, a few yards from an old Civil War cannon, shot himself in the 
mouth. 

So went the official account from the police and the White House of the last 
hours of the 48-year-old Mr. Foster's life, an account that did nothing to 
explain why a man who seemed to be at the pinnacle of his career, working in a 

White House headed by his boyhood friend, would take his own life. There was no 

note on the ground by his body. No message on his desk. No explanation lodged in 
his office computer. No serious hints from friends of brooding. Just a mystery 
that baffles his family and colleagues from Washington to Little Rock. 

At the request of the White House, the Justice Department is coordinating an 
inquest into Mr. Foster's death. Lawyers from the department met today with 
agents from the Federal Bureau of Investigation as well as the Park Police to 
draw up a plan to scour Mr. Foster's office on Thursday morning for possible 
clues. Officials said that the office was sealed today and that his papers must 
be examined in a way that will not compromise his lawyer-client relationship 
with Mr. Clinton. 

A native of Hope, Ark., like Mr. Clinton) Mr. Foster attended Miss Mary's 
kindergarten with the President and Thomas F. McLarty 3d, now the White House 
chief of staff. On his office shelf, he kept a framed photograph showing the 
three of them as youngsters gathered at a birthday party. This morning, some 40 
years later, Mr. Clinton and Mr. McLarty gathered the White House staff to pay 
tribute their kindergarten chum and to wonder aloud: why? 

•It is an immense personal loss to me and to Hillary and to many of his 
close personal friends here," the President said in a subdued voice during a 
brief appearance in the Rose Garden after tearing up his official schedule for 
the day to mourn Mr. Foster. "As I try to explain to the young people on the 
staff, there is no way to know how these things happen.” 
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Mr. Foster's boss, Bernard W. Nussbaum, the chief White House counsel, told 
the same gathering about his last encounter with Mr. Foster, described by many 
as a brilliant lawyer who kept his emotions to himself. Mr. Nussbaum said they 
had been discussing two nominations they had helped to engineer: those of Louis 
J. Freeh as F.B.I. Director and Judge Ruth Bader Ginsburg for the Supreme Court. 

"I said, 'Hey, Vince, not a bad day,' " recalled Mr. Nussbaum. "I said, 'We 
hit two home runs -- home runs for the country. So I think we are doing our jobs 
and I think we are doing it well.' And he ju9t sort of smiled. And I said, 'I'll 
see you later.' And that's the last time I saw Vince." 


It was apparently the last time anyone saw him. The police said Mr. Foster 
apparently drove from his White House office and eventually wound up at Fort 
Marcy, a roadside park along the George Washington Parkway on the west bank of 
the Potomac River in Virginia, across from the capital. 


He parked his 1989 Honda Accord with Arkansas license plates in the 24 -car 
lot, walked several hundred yards toward a bluff and shot himself, the police 
said. 


Mr. Foster's body was found shortly before 6 P.M. His jacket and tie were 
off, a revolver was found in his right hand. An autopsy today by the Fairfax 
County medical examiner concluded that Mr. Foster died as a result of a gunshot 
wound and that the injury was "not inconsistent with that of a self-inflicted 
wound," the Park Police said. 

The authorities said the gun, now a collector's item, was a .38-caliber Army 
Colt revolver manufactured in 1913. Federal investigators said the pistol was 
one of a matched set but could not say for certain who owned them. The 
investigators found the second weapon, but did not say where. It also was not 
known whether Mr. Foster had the guns in his car when he went to work that 
morning, or if he got them after leaving the White House. 

Because the weapons were so old, they cannot be traced through the usual 
serial number procedures, so it will take time for investigators to determine 
who owned the weapons and for how long. 

So much was left unanswered that in their uncomprehending grief, some of Mr. 
Foster's friends and associates raised the possibility of foul play. 

But Major Robert Hines of the Park Police said, "We're 99 percent sure it 
was a suicide." The death was fiYst reported to the Park Police at about 6 P.M. 
by an unidentified person who found the body, the authorities s^id. The Park 
Police then notified the Fairfax County Fire and Rescue Department. Officers 
from both agencies arrived on the scene about 6: IS P.M. 

The soft-spoken Mr. Foster was a star athlete in high school, first in his 
class at law school, the highest scorer on the state bar exam in his year and 
two years later, a partner at the prestigious Rose law firm in Little Rock. Mr. 
Clinton described him as a "Rock of Gibraltar. " 


Just over six months ago he came to Washington to join in the victory of Mr. 
Clinton and his wife, Hillary, who was one of Mr. Foster's closest friends from 
their many years working together at the law firm in Little Rock. He and his 
wife, Lisa, had three college-age children and recently moved into a house in 
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Northwest Washington. For Mr. Foster, the Clinton Administration was a family 
affair. Hi9 sister Sheila Foster Anthony, the wife of former Representative 
Beryl Anthony Jr. of Arkansas, was also hired as Assistant Attorney General. 

Late today Mr. McLarty told reporters that the President, Mrs. Clinton, the 
Foster family and the entire White House staff were stumped by why Mr. Foster, 
who only two weeks ago was seen showing off his White House office to his 
college-age children, would have taken his own life without any apparent 
warning. Some simply shook their heads and ascribed the death to whac one friend 
called private demons that no one could identify. Others said, well, maybe, he 
did seem a little distracted lately. But they could not say why. Washington, 
naturally, was rife with rumors. 

One was that the Washington Times was preparing a story about Mr. Foster, 
and a reporter there, Michael Hedges, acknowledged that he had made preliminary 
inquires about him. He would not describe the nature of the inquiry. 

But Mr. Hedges said he had not interviewed Mr. Foster, about the story. He 
added, "We were not at a point where anything was imminent that we were going to 
break on the guy." Francis Coombs, the newspaper's national editor, said, "We do 
not have anything anywhere near publication that has to do with Mr. Foster." 

Friends say Mr. Foster and his wife were bothered by the travel office 
scandal, as well as by editorials in The Wall Street Journal on July 14 and 19 
lambasting the Clintons for having placed their "legal cronies from Little Rock 
at the heart" of the Administration. The July 14 editorial ran sketches of four 
alumni of the Rose firm now serving in posts: Mr. Foster, Mrs. Clinton, 

Associate Attorney General ‘Webster L. Hubbell and William H. Kennedy 3d, the No. 
3 White House counsel. 


Mr. Clinton rejected some reporters' suggestions that Mr. Foster might have 
been driven to suicide by despondency over recent negative publicity related to 
the legal counsel's handling of the White House travel -of f ice scandal and 
various botched appointments. He was only peripherally involved in the 
travel -of f ice affair and was not reprimanded for his actions. The President 
said, "I certainly don't think that can explain it." 

But the friends say that Mr. Foster* a seasoned litigator, would certainly 
not have been driven to suicide by either of these controversies, which by 
Washington's low standards of civility were almost gentle. 

Trying to explain the unexplainable, Mr. Clinton simply told his staff, 
■Remember that we're all people and that we have to pay maybe a little more 
attention to our friends and our families and our co-workers, and try to 
remember that work cannot be the only thing in life." 


EDITOR -NOTE: 

An article yesterday about Vincent W. Foster Jr., the deputy White House 
counsel who killed himself on July 20, was accompanied by a chart headed "Key 
Events in Mr. Foster's Last Months." The chart listed, as separate events, four 
editorials in The Wall street Journal that were critical of Mr. Foster. 
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President Clinton yesterday gathered a shaken and grieving White House staff 
trying to make sense of the death of deputy white House counsel Vincent Foster 
Jr., who police said shot himself in the head Tuesday night in a Virginia park. 

Foster, 48, a lifelong friend of the president, left no suicide note or other 
explanation of his action, authorities said. He was found with a single gunshot 
wound Tuesday at 6:15 p.m. at Fort Marcy Park in McLean, slumped next to a Civil 
War- era cannon. 

Word of Foster's death sent waves of shock and disbelief not only through the 
White House but also through Washington and home to Arkansas. Though colleagues 
and friends spoke of depression and dejection and of a man who let the troubles 
and problems of the white House weigh too heavily on him, no one entertained the 
idea that suicide was possible, they said. 

Foster, who like Clinton was bom in Hope, Ark., was the No. 2 person in the 
counsel's office, which has been criticized for not properly scrutinizing some 
of the president's unsuccessful appointments. He also was a key adviser to the 
health care task force chaired by Hillary Rodham Clinton, who had been one of 
his partners and friends in the Rose law firm, the influential Little Rock 
practice that also contributed two other senior lawyers to the administration. 

The public record of Foster's life, and interviews with friends and 
associates here and in Arkansas, offered a portrait of a reserved but well-liked 
high -achiever: graduating first in his law school, gaining the highest score on 
the state bar exam, making partner at Rose in two years, excelling in legal and 
civil life, awash in professional and civic awards. 

"Vince Foster was probably one of the most brilliant and solid people that 
I've ever known, " said Joe Purvis, a Little Rock lawyer and childhood friend. 
"Vince Foster was a wonderful man in every way," said Clinton, in a brief public 
tribute in the Rose Garden. He said he had encouraged the White House staff to 
"try to remember that work can never be the only thing in life." 

Although White House officials said they saw few if any signs of emotional 
problems from Foster, others who were his friends described themselves as 
worried over his depression and anxiety. One Washington friend said, "His 
friends could see his depression and his wife was terribly worried about it. 
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He took everything to heart, too much to heart. He felt responsible for things 
he should not have felt responsible. He felt these burdens and could not seem to 
shake them off the way others do." 

The friend said that the Fosters and associate attorney general Webster 
Hubbell and his wife went to the Eastern Shore last weekend for a break from the 
pressures -- Hubbell is another friend from the Rose law firm -- and that 
Foster's family believed it had helped him. "Certainly people who knew him well 
-- he is reserved and hard to know, really -- felt he was depressed, but not 
depressed in the sense of killing himself. I can tell you that thought did not 
enter people's minds," the friend said. 


Clinton addressed the mystery himself. "No one can ever know why this 
happened," he said. "Even if you had a whole set of objective reasons, that 
wouldn't be why it happened, because you could get a different, bigger, more 
burdensome set of objective reasons. ... So what happened was a mystery about 
something inside of him." 


White House Chief of Staff Thomas F. "Mack" McLarty, who described himself as 
"heartbroken" at the death of a man who also was his lifelong friend, said, "Try 
as we might, all of our reason, all of our rationality, all of our logic cannot 
answer the questions raised by such a death.” 


From information provided by the White House and the U.S. Park Police, Foster 
had a typical morning Tuesday and lunch at his desk before leaving his second 
floor office about 1 p.m. He would not be heard from, by family or staff, again. 


Around 6 p.m., Fairfax County rescue workers found the body after responding 
to an emergency call of trouble at the outpost that overlooks the Potomac River. 


Ma j . Robert H. Hines, a Park Police spokesman, said Foster, dressed in slacks 
and a dress shirt but no tie, was carrying no identification when his body was 
found. Foster's suitcoat, with his wallet and identification, was found later in 
his car by police searching for clues. The car, with Arkansas license plates, 
was parked along with several others in the lot of the overlook, which is off 
the George Washington Memorial Parkway in McLean. 


"Some people who commit suicide have a tendency to seek out a nice area of 
solitude," Park Police Sgt. Gregory Brown said of that area. "It appears he went 
off and found himself a quiet place and that was it." 

Park Police reported that a revolver was found near the body. Law enforcement 
sources said the Park Police asked. the Bureau of Alcohol, Tobacco and Firearms 
to trace two Colt .38s manufactured in 1913, but ATF was unable to do so because 
of the age of the weapons. 

Shortly after 9 p.m., McLarty was notified of the unconfirmed death and by 10 
p.m., the death was confirmed. Clinton was told by McLarty just after he 
finished an appearance on the "Larry King Live" show on CNN, and Clinton and 
McLarty went quickly to Foster's Georgetown home to comfort his wife, Lisa. 
Friends described a shocked and grieving group of Arkansans engaging in the same 
soul-searching over Foster that enveloped the White House yesterday. 

The White House announced that the Justice Department would be the "point of 
contact" for an investigation into Foster's death by the U.S. Park Police. 
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A search of Foster's White House office is scheduled for today, Justice 
Department spokesman Dean St. Dennis said. Two senior Justice Department 
lawyers, David Margolis and Roger Adams, are participating because "there is 
apparently a great deal in the office on paper and in the computer concerning 
Foster's privileged communications with the president," St. Dennis said. 

Clinton, joined by a contingent of Arkansas friends, will travel to Little 
Rock Friday for the funeral. Hillary Clinton, who some describe as an even 
closer friend of Foster than the president, already is in Little Rock. 

The president canceled his public events yesterday but said he had kept to 
his routine of meetings in the White House. "We have to go on -- we have the 
country's business to do," he said. Aides described him as sitting up until 
almost 2 a.m. wondering what had brought Foster to the edge. "He was perplexed, 
like everyone," one aide said. 

Some staff members, overcome with emotion, described a morning meeting in 
which Clinton recalled his childhood with Foster in what one called "the most 
evocative, moving words." The White House later released a transcript in which 
Clinton called Foster "a perfectly wonderful man on whom I relied and on whom I 
put a lot for a very long time." 

Clinton said that when McLarty informed him of Foster's death, "I just kept 
thinking in my mind of when we were so young, sitting on the ground in the 
backyard, throwing knives into the ground and seeing if we were adroit enough to 
make them stick." Clinton, McLarty and Foster grew up together in Hope, where 
Clinton's grandparents' yard abutted the larger yard of the Foster family. 

Clinton spoke of Foster being there for him when he began his career in 
politics, when he ran for Arkansas attorney general and governor. He said when 
Che Rose law firm hired Hillary, "Vince Foster and Webb Hubbell became her 
closest friends." 

Because of his job, Foster had been associated with some of the 
administration's problems in appointments that had not been thoroughly 
investigated, and in Che travel office affair where he had attended some of the 
meetings related to it and briefed Hillary Clinton. But he was not criticized in 
that situation, nor held responsible for some of the problems with appointments. 

Yet a friend described him as feeling responsible. "He was a guy whose 
individual sense of responsibility for things went well beyond what a normal 
person would do. He brought everything on top of himself and was almost 
obsessive in wanting everything to be done right and feeling he somehow could 
have made' it right if it wasn't." 

Staff writers Dan Balz, Michael Isikoff. Bill Miller and Pierre Thomas 
contributed to this report. 


GRAPHIC: PHOTO, VINCENT FOSTER JR.; PHOTO, REUTER 
LANGUAGE: ENGLISH 
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LAW OFFICES 


WILLIAMS & CONNOLLY 


725 TWELFTH STREET, N W 
WASHINGTON. D C. 20005 


IDVAiB »|W»J*n william} «I930- 
PAULA COMMOLU IIMJ-I9/»I 


DAVID E KENDALL 
( 202 ) 434-5145 


(202> 434-5000 


FAX (202) 434-5029 


Confidential 


June 20, 1995 


TO: 


Robert J. Giuffra, Jr. 
Lance Cole 


FROM 


David E. Kendall 
Nicole K. Seligman 


RE: 


Privilege Log for Foster Documents 


Pursuant to our agreement, we are transmitting herewith 
a Privilege Log for the Vincent Foster documents this law firm 
received from the White House in July, 1993. We designate this a 
Highly Confidential Document, subject to the conditions stated in 
Paragraph 4 of your June 15, 1995 letter. 
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Index to Vincent W. Foster. Jr. Files 

Files with no privileged documents 

1. Whitewater Development (produced) 

2. WJC- -Continuing Legal Education 

3. HRC- -Arkansas Law License 

4. Clinton Exploratory Committee 

5. Clinton Fund Raiser "Dream Team" Reception 

6. Clinton Physician 

7. White House/Brookings Project 

8. Executive Residence Security 

9 . Arkansas Home 

10. Presidential Retreat 

11. Chenal Property Fact Sheets 

12. HRC^ - Personal & Confidential 

13. HRC : Financial 

14. WJC and HRC Blind Trust 

15. First Family- -Form 278 

Files with privileged documents 

16. Clinton Financial Statements 

17. WJC- -July Amendment to 1993 SF-278 

18. WJC- 1993 Chronological File 

19. Unlabelled blue folder 

20. Unlabelled green folder 

21. 1992 Income Tax Returns 

22. First Family--1993 Income Tax Returns 


217 


23. Clintons: 1992 and 1993 Projected Income Taxes 

24. Clinton Blind Trust 

Privilege Claim Abbreviations 
A/C P: Attorney-Client Privilege 
WP P: Work Product Privilege 
Ex P: Executive Privilege 


Privilege Log: Vincent W. Foster. Jr. Files 
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DESCRIPTION: 

One-page typed 
letter re blind 
trust issues 

One -page typed 
letter re blind 
trust issues, 
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notes re tax 
issues [All 
references to 
Whitewater 
produced on 
redacted copy] 
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1ST STORY of Level 1 printed in FULL format . 

Copyright 1995 The Time Inc. Magazine Company . 

Money 

October, 1995 


SECTION: MONEY NEWSLINE; Pg. 22 
LENGTH: 881 words 

HEADLINE: The Clintons may owe tax of $ 82,985 on Whitewater 

BYLINE: BY TERESA TRITCH 

BODY: 

THE WHITEWATER MESS MAY END Up hurting Bill and Hillary Clinton the most in 
their wallets. Back in March of 1994, President Clinton vowed publicly to "make 
. . . good" any extra taxes he and the First Lady might be found to owe on the 
failed'land development deal. Though the Clintons aren't legally required to pay 
back taxes on errors that are more than three years old, the President's own 
words, it now appears, could cost him dearly. 

After analyzing documents compiled by the Republican staff of the House 
Banking Committee for this past summer's Whitewater hearings, MONEY estimates 
that the Clintons could owe $ 13,701 in back taxes on the venture, plus $ 64,288 
if you include interest, for a total of $ 82,989. If we're correct, Whitewater 
cculd land the Clintons in ever, hotter water than we predicted in our April 1994 
issue, * . ken we studied their federal income tax returns for the years 1980 
through if .'2. In that audit we uncovered a potential back -tax bill from their 
Whitev." ter dealings of S 8,441, stemming mainly from questionable write-offs. We 
later red-flagged a dubious $ 10,131 deduction from their 1978 return that could 
hike their back-tax bill tc $ 12,496. 

Nov: Banking Committee research suggests that five more irregular tax moves 
flowing frem Nhitewa ter could ac;d another S 5,205, plus interest, to the tax 
tab. In re-~cr.se to MONEY'S questions, the Clintons' personal lawyer, David E. 
Kendall, s : the Clinton legal team, is reviewing the specifics of the 


P.epublirar * ar.a.’/sis. Here are the nicnligkts : 

- ZuL i - e c met i -ns .. A re-examination of the Clintons' 1279 return reveals that 
at least * 2,400 cf .the S 11,749 they claimed in interest deductions is 
cuestirnrhl -» . That's because entries on the Whitewater books show the $ 2,400 as 
c. loam f r cm. Bill Clinton to the Whitewater Development Co. A loan is not 
deductible . 

The Clintons' 1967 return contains an equally suspicious move. Part of a $ 


2,561 write-off includes- a payment of 3 1,636 for Whitewater-related interest 


Trouble is, according tc a researcr. report prepared for the Resolution Trust 
Corporation • the £-n Francisco law firm of Pillsbury Madison & Sutro, the 
'.'lint -us not -y that amount m 196’. Instead, on Dec. 30, 1986 they made an 

inter' t r *.c *f T 1,636 ar.d deducted the amount on their 1536 return. The 

ch rtk 1- cr. Jan. 2. 1:32 .lowever. and the Clintons deducted the 

. tunc • t. ■ t year's return. Clearly, tr.at looks like irr.permissable 


:-i 


rob:*, -ly net er.t_**. i t dc iuct -he remaining 2 92= of the total $ 
Resenrrh . ndica * - * :: * u *rtion. of the interest was paid by 
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Hilman Logan, a man *.;hc uad bought one of the Whitewater iota "You can't deduct 
payments you didn’t make," says former IRS commissioner Don Alexander. 

* Unreported income. In 1982, the Whitewater Development Co. paid off a $ 5,000 
loan from Citizens Bank of Jonesboro to the Clintons. {The total paid was $ 
5,691, owing to accrued interest.) In a letter to Bill Clinton, banker James 
f'cDougal notes: "You are correct in your belief that the sura of money borrowed 
was a cart cf your investment in Whitewater." But the Pillsbury report found no 
evidence that the loan had anything to do with Whitewater. Worst -case outcome: 
The $ 5,691 could be considered taxable income to the Clintons. 


In yet another mix-up, the Whitewater company paid Hillary Clinton $ 144 late 
in 1984 as a reimbursement for a S 144 real estate tax bill she had paid 
earlier. Yet she deducted the $ 144 tax payment on her '84 return. Again, that's 
a form of double-dipping. To claim her S 144 write-off, sne should have reported 


the $ 144 reimbursement as income -- but she didn't. 

* Underst 3 *:••“. gains. The Clintons may have understated a capital gain by $ 1,673 
on their 1 l ret :rn. That year, the Clintons sold Whitewater Lot No. 13, which 
they r-“rr :* lly c-T.ed, for $ 22,758. To calculate their gain on the sale, the 
Clintc-..- ; -.r acted $ 14,118 from the sales proceeds, which represented the 

outstardi:- - 1537 balance or. a loan that Bill Clinton had taken out on the lot in 
1983. .* C.TIY'S ta:-: experts question tr.e legitimacy of subtracting the loan 
balance when calculating the gain. But even the Clintons could make a case 
for doing so, the amount they apparently should have subtracted was the 5 12,445 
balance cue in 1558, not the higher 1987 figure. The $ 12,445 shows up clearly 
on bar.-: records and un Hillary Hinton's final check to tne bank to pay off* the 
loan. 


The s-ricun charge the Clintons face is the most difficult to document: 

The Bcr'-i Crr*. if.ee asserts that as fifty-fifty owners with the McDougals on 
the _, c.. : Clintons owe tax an the amounts that the McDougals paid on 

their -h to cover Whitewater ' s shortfalls. The Pillsbury report shows, for 
exanp!-r, *. t the .WcCougals shelled out $ 158,523 compared with the Clintons' $ 
42,191. a; .rbalance in the Cli.ntcr.s favor of S 58,166. Are the Clintons on the 
hook for t * :: cn as much as nearly 6C grand? We didn't include it in our tally. 
But ultimately. Whitewater independent rounsel Kenneth Start, wnose 
invest tgati.cn is likely to last unto, spring, should get to tne bottom of the 
Whitewater me^s. co . t _oald be a long, hot winter for the Clintons. 

LANGUAGE: C”CLI SV. 
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1ST STORY of Level 1 printed in FULL format. 

Copyright 1995 The Washington Post 
The Washington Post 

August 11, 1995, Friday, Final Edition 
SECTION: A SECTION; Pg. A01 
LENGTH: 1192 words 

HEADLINE: Hearing Puts Focus on Rose Law Practice; Conflict-of-interest Cases 
Cited by GOP 

BYLINE : Susan Schmidt, Washington Post Staff Writer 
BODY: 

House Republicans turned a harsh spotlight on the failings of Little Rock's 
Rose Law Firm yesterday, calling it a case study in conflicts of interest for 
work it did for the federal government. They released new documents to flesh out 
Hillary Rodham Clinton's role in representing an S&L regulated by her husband's 
gubernatorial administration. 

At issue was the firm's failure to tell two federal agencies of prior work 
some of its lawyers, including Hillary Clinton, had done for Madison Guaranty 
Savings & Loan. One of those called to testify was Hillary Clinton's former Rose 
partner, Webster L. Hubbell, who entered federal prison this week for 
overbilling clients -- including the government. 

As congressional Whitewater hearings came to a close yesterday, House 
Republicans distributed a stack of letters and memos to and from Hillary Clinton 
connected to her work for Madison and its owner, James B. McDougal, that showed 
her involved in a wider range of issues than she has previously discussed. In 
the past, Hillary Clinton has described her work for Madison as minimal. The 
issue has been an ethical concern for the Clintons since the 1992 presidential 
race, when news accounts raised questions about Hillary Clinton's representation 
of the S&L in a matter before a Clinton-appointed regulator. At the time, 
McDougal was the Clintons' partner in the Whitewater real estate venture. 

Rose's many potential conflicts of interest and its failure to disclose them 
to the Federal Deposit Insurance Corp. and the Resolution Trust Corp. have 
recently been detailed by inspectors general from both agencies. The RTC cited 
Rose's work on Madison in particular as a conflict, but said it had failed to 
disclose prior work that might have kept it from being hired in six of 16 S&L 
cases it worked on for the RTC. 

"This could be described as an insider firm reaping profits from the public 
after insiders had defrauded the public and caused a loss to the taxpayers," 
Banking and Financial Services Committee Chairman Jim Leach (R-Iowa) said of the 
Rose Law Firm. 

Ronald Clark, the firm's chief operating officer, said yesterday that Rose 
reported its potential conflicts to Hubbell for him to disclose to federal 
^•gulators . He noted that "we are the ones who reported Webster Hubbell' s crimes 

the proper authorities." 
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But even Democrats refused yesterday to defend the Rose firm's actions. "It's 
■iously a corrupt firm," said Rep. Joseph P. Kennedy II (D-Mass.). They 
.^rgely tried to lay blame for the failure to root out Rose's conflicts of 
interest on Republican appointees running the federal S&L regulatory agencies in 
the late 1980s when Rose was hired. 


Democrats who attended yesterday's hearing were sympathetic toward April 
Brealaw, the RTC lawyer who hired and supervised Rose. 

Breslaw was secretly tape-recorded in 1994 by this week's star witness, RTC 
investigator L. Jean Lewis. Lewis worked on a request for a Justice Department 
criminal investigation of Madison and she suspected a check-kiting scheme at the 
S&L that might be benefiting Whitewater. The real estate venture, which was 
jointly owned by the Clintons and McDougal and his wife, maintained a checking 
account at Madison. 


On the tape, Breslaw tells Lewis that the "head people" at the RTC, if they 
could say it honestly, "would like to be able to say Whitewater did not cause a 
loss to Madison." 


But Breslaw, who appeared after the dramatic tape was played before the 
committee earlier this week, said, "The people at the RTC who have actively 
participated in the Madison investigation are nonpolitical professionals, like 
myself. We have never had any interest in anything other than an honest 
investigation. ■ 

In the late 1980s after Madison's failure, Breslaw hired Hubbell to sue Frost 
Jo., the S&L' s accountants. She also dealt with him on ocher S&L cases Rose 
took on for the RTC. 


Hubbell was the lead attorney in the government's case against Frost & Co., 
an attempt to recoup some of the estimated $ 60 million in taxpayer losses 
caused by the S&L's failure. The FDIC sought $ 10 million in damages. Rose 
settled the case for $ 1.025 million, billing the government $ 375,000 in fees 
and expenses. 

There was a visible chill between the once friendly lawyers yesterday. 

Hubbell sat at one end of the witness table; at the other end --as far away as 
she could get -- sat Breslaw, a young lawyer whose career has been tangled in 
the Madison controversy as a result of her decision to hire him. For much of the 
past 1 1/2 years, amid controversy about conflicts of interest by Rose, Breslaw 
has insisted there were none. 

Hubbell acknowledged that he knew Rose had previously represented Madison 
when the government hired him to sue Madison's accountants. He may have even 
heard it, he said, from then-state Securities Commissioner Beverly Bassett 
Schaffer. 


Republicans read portions of a deposition from Schaffer in which she said she 
specifically told Hubbell that Hillary Clinton and another lawyer had previously 
done work for Madison that involved Frost. Schaffer said Hubbell "just let this 
H<scussion drop without additional comment." 

Hubbell testified that other Rose firm lawyers, including, he believed, 
Hillary Clinton, knew Rose was taking on the Frost lawsuit. 
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■I did not consider that a conflict because we were standing in the shoes of 
lison in suing their former accountants , ■ he said. Hubbell said ha told the 
*..C of the prior work for Madison, but Breslaw said she was not informed. 

Committee documents obtained from a variety of sources, including the Rose 
firm and Madison files, showed some of Hillary Clinton's work for the S&L, 
including a letter she sent to Frost & Co. for an audit — the same accounting 
firm Rose later sued on the government's behalf over its Madison audits. 

In her February 1986 letter, Hillary Clinton said the S &L was not aware of 
any pending claims that would affect the 1985 financial statement Frost was 
preparing for Madison. 

An earlier Frost audit of Madison' 8 books was part of the Rose firm' a 
submission to state regulators in 1985 when Madison wanted permission to raise 
capital by selling preferred stock. Hillary Clinton and a young Rose associate, 
Richard Massey, worked on the stock proposal. 


Two department officials recommended against the plan, which had never before 
been tried in Arkansas. They were overruled by Schaffer. 


Documents show Hillary Clinton worked on Madison's joint investment in loans 
initiated by another institution for which Rose did work. 

In addition, the documents showed Hillary Clinton was involved in various 
aspects of Madison's Castle Grande industrial -and- trailer park project south of 
’ '“.tie Rock. Hillary Clinton provided advice on regulatory questions involving a 
jposed brewery and water and sewer system at the site. 

The RTC inspector general was particularly critical of Rose's work on a $ 

1.75 million land deal that bank examiners later branded as a series of 
* fictitious ■ transactions. Hillary Clinton was the billing partner on Madison 
matters, but another Rose attorney handled the land deal closing. 


LANGUAGE: ENGLISH 


LOAD-DATE: August 11, 1995 
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Jamcs M. Lyons 

i«oo «rm »r»crr. autre aooo 



Governor and Mrs. Bill Clinton 
1800 South Center Street 
Little Rock, Arkansas 72203 


Dear Bill and Hillary: 


Enclosed please find the complete report prepared by Patten , 
McCarthy & Associates concerning Whitewater Development. A summary 
of this report was pr eviously sent to you and released to the press 
along with a cover letter from me on March 23,<C 1$$2. I have defer- 
redNsending thi^cdmplete report until now tenavoid any confusion 
or possible inadvertent production. The only copiek of this report 
which exist/( other than the enclosed original) are In my file and 
the confidential files of Les Patten. V 

/ Please note the enclosed complete report discusses\such things 
as the ,$9 , 000 interest deduction taken by you in 198a (paragraph 4, 
page 5f) , lot 13 and borrowings associated with it \( paragraph 5, 
page 5) , and the sale of 24 lots in 1985 to Ozark Air fbr assump- 
tion of the mortgage and an airplane (paragraph 6, pagej 6) . None 
of these items is set out in the summary report which was released 
to the press. Similarly, the summary report released to j the press 
did not contain Schedule 1, which details loans and advances by the 
McOougala and the Clintons from 1980-1991. Accordingly^ it is my 
recommendation to you that you maintain the complete / report in 
strictest confidence and do not waive either the attomey/client or 
accountarit^client privilege which attaches to the/enclosed report. 

Shoulayou wish to discuss this matter .f^irther, /- anything 
else related. tb'Jfhitewater, please feel freeto contact me or Les 
Patten. \ 


JML 2 dm 
cc: Leslie A. Patten 



JML 140 
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1 1ST STORY of Level 1 printed in FULL format. 

Cooyright 1995 The New York Times Company 
The New York Times 

July 16, 1995, Sunday, Late Edition - Final 
NAME: James B. McDougal 

SECTION: Section 1; Page 18; Column 1; National Desk 
LENGTH: 1762 words 

HEADLINE: Documents Show Clintons Got Vast Benefit From Their Partner in 
Whitewater Deal 

BYLINE: By JEFF GER7H and STEPHEN ENGELEEEG 

DATELINE: WASHINGTON, July 15 
BODY : 

From the moment cuestions about the Whitewater real estate venture began 
arising nearly three" years ago, the main defense by President Clinton and his 
wife, Hillary, has been that they lost mcr.ev on the ill-fated deal and were 
personally liable for its extensive bank loans. 

But newly available documents -- including the first completed independent 
review of Whitewater, prepared for a Federal agency by a law firm -- cast both 
positions in a new light. 

The review shows that the Clintons' partner in che deal, the owner of an 
Arkansas savings anc loan association whose failure cost the Federal Government 
$60 million, shieldeo them, to an extent far greater than previously reported, 
from paying their half of Whitewater's losses. 

From 1980 to 1986 that partner, James B. McDougal, advanced the Whitewater 
venture the $100, 00C it needed to avoid a messy default on its bank loans, while 
the Clintons, half -owners of the corporation, contributed nothing, the report 
says. 

While what has become known as the Whitewater affair now embraces a number of 
matters under investigation by Congress and an independent counsel, two central 
questions concerning the land deal that gave the episode its name are these: Did 
the Clintons pay their share of the venture's losses? And did Mr. Clinton, as 
Governor of Arkansas, help his business partner, Mr. McDougal, get any favors 
from state officials? 

The report, which puts Whitewater's total losses at about $ 200 , 000 , addresses 
only the first question. According to the document, the Clintons contributed 
$42,192 to Whitewater, while Mr. McDougal. his wife and his companies paid the 
rest: $158,523. 

Those figures are in contrast witr. a report done tor Mr. Clinton's 1992 
Presidential campaign, which found tiiar the Clintons had contributed $68,000, 
and Mr. McDoucal and his wife, Susan, S?2,?0C. The White House later 
acknowledged tr.at or— report hac over^ta;-. : tne Clintons' contribution by 
$22,000, but never c. ve a revised estimate for the McDougals' payments. 
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Other newly available documents, released by the white House, show that the 
Clintons' closest aovisers were worried about the political implications of the 
Whitewater losses soon after he took office as President in 1993. 


The Clintons had sold Mr. McDougal their Whitewater stock for $l 000 in 1992 
and the issue was whether to report any of the Whitewater losses on the couple's 
1992 income tax return. F 


Lawyers for the Clintons noted that the most conservative tax approach was 
not to report a loss. But an accountant working for the Clintons warned in a 
letter that the Whitewater issue was "very sensitive" and that reporting neither 
a loss nor a gain or. the project "bolsters the opponents' position" that Mr. 
Clinton had been protected from its losses. 

"The President said he incurred a significant loss -- the return shows no 
loss," the accountant said in the letter, forwarded on Aoril 7, 1993, to Vincent 
W. Foster Jr., the deputy White House counsel. 


But Mr. Foster, 
after he committed : 
Whitewater's losses 
he said, would be a 


in a handwritten note found in his white House files soon 
suicide that summer, expressed no enthusiasm for reporting 
o:i the tax return. 3emg required to document them in audit, 
"can of worms you shouldn't open." 


Ultimately, not only did the Clintons dec! 
reported a gain of Sl.OCO, the entire price ; 
McDougal -- meaning they wculd never have to 


r.e tc report a loss, they actually 
: tr.eir sale of stock to Mr. 
iccument a cost basis. 


The independent study oi Whitewater, based cn the Clintons' private files and 
previously unava:xao .2 ban* records, was prepared for the Resolution Trust 
Corporation in April by the San F ranciscc-oasec law firm of Pillsbury, Madison 
n U ^ r 2* The 143 "F a< ?® report, labeled "preliminary," is part of an effort by 
* T ‘ C ‘ * C ? See wr -— her it car. recover some of the losses created by the 
collapse of Mr. McDcugal ' s savings and loan association, Madison Guaranty. 

P av f d E * Kenda ll- the Clintons' lawyer, has not seen the report. He declined 
Mf-n^rriT lCSrVle - VeQ said ln a 9Ca,:emftn:: - "It's simply not accurate that the 

WhU^tL"It«ed 0 d^^“ r; - QnaCaly reUeVed Che Cllncons ° £ cheir 3ha - 


But the report oe ails how Mr. McDougal steaailv 
personal liability for Whitewater's banx loans. 


reduced the Clintons' 


When the real estate venture began in 1978 'the C 
together obtained s::c,000 in loans tc buv chi land 
Both couples were personally liable for those debts 
cover any of the bar..-:s' losses. 


intons and the McDougals 
Arkansas vacation property, 
and could have been sued to 


By 1986, the reccn t savs. 
though Whitewater ha fared 
then were obligated . ar or.lv 
debts of 3225 . .7. . 


the Clintons' exposure had been reduced, even 
-uite^potrly. Acicrdir.g to the report, the Clintons 
j"’ , C 0 C a m_ra cf the Whitewater company's total 


Mrs. Clintcn has . ejected the notion mat 
from Whitewater's ltsses by Mr. McDouoal and 
pointed to the share j banx loans as e ,r id r :. ;e 


sr.e and ner husband were protected 
m an April 1994 news conference. 
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"The ownership of the corporation was 50-50," she said. “The liability on the 
underlying debt was 130 percent for each one of us." 

If at any time Mr. McDougal had been unable to pay his share of the bank 
debt, she said, "we would not only have been left with 50 percent of the 
obligation, we would have had 100 percent of the obligation." 

She did not mention Mr. McDougal' s role in substantially reducing the size of 
the bank debt, saying only, "We gave whatever money we were requested to give by 
Jim McDougal . " 

The report said investigators could not determine "how much, if anything, the 
Clintons knew about the McDougals' advances to Whitewater." It explicitly 
supports the Clinton's oft-repeated assertion that they were "passive investors" 
in Whitewater and had little role in its financial management until 1988. 

But it includes seme newly available documents showing that the chaotic 
finances of Whitewar.r did occasional--/ require the earlier attention of the 
Clintons. Taker, together, those documents suggest that the couple could have had 
reason to suspect that the venture was fai-ing to pay its bills. 

In October 1934, :>r example, Mrs. Clinton wrote to Mr. McDougal that she had 
been forced to pay the company's local rea_ estate taxes "because of ray concern 
that any delinquency could become fodder for election year rhetoric." 


And when an Arkansas bank from which Mr. Clinton had borrowed $20,800 on 
behalf of Whitewater sent a final payment notice to the couple, Mrs. Clinton 
wrote to Mr. McDougal, "Will you please take care of it or let me know what I 
need to do?" 


Thus prodded, Mr. McDougal sent Mrs. Clinton $4,311 from Whitewater's 
checking account . 

Whitewater's continuing failure tc break ever, also meant troubles with a 
$182,000 loan from its main lender, the Citizens Bank of Flippin, and the 
Clintons were told of the loan's occasional delinquency in the early 1980's, 
according to present and former officials of the bank. The R.T.C. report said 
the Clintons cid not orovide a financial statement when that loan was obtained 
in 1978. 

One director of the bank recalls speaking to Mr. Clinton about Whitewater's 
failure to keep up its payments on the lean, which was renewed nine times. 

And a former bank official recalls that on another occasion a senior bank 
manager approached Mr. Clinton at a political event and raised questions about 
missing financial statements. Mr. Clint cr.. this former official said, "got 
red-faced and said scmetr.ing like, 'You can't dun the Governor.' " 

In 1986, the report shows, the Clintons wanted to take their names off the 
mortgage entirely. "1 can well understand your desire to keep your name off the 
note," Mr. McDougal wrote the Clintons cr. Nov. 14 that year. 

In that letter, Mr. McDougal said he was hoping to extricate them from the 
money-losing mvestr-nt "because of tr.-= high potential for embarrassment to 
you." He acknowledger that tr.ere had beer, a "large deficiency" in loan 
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repayment, attributing it to defaults by three purchasers of Whitewater 
property, and said the arrears would most likely continue to "mount at an 
unacceptable rate" i:. the following months. 

Finally, Mr. McDougal pointed out that he and his wife had "in large measure 
contributed to the company the funds necessary" to cover Whitewater's losses, 
which he put then at S90,000. 

Mr. Kendall, the Clintons' lawyer, said in his statement that the couple had 
wanted to be released from personal liability on Whitewater loans in exchange 
for giving Mr. McDougal their equity in the project. But that deal never took 
place. 

The R.T.C. report draws no conclusions about several other Whitewater-related 
issues, among them whether Mr. McDougal diverted money from his savings and loan 
to help repay Mr. Clinton's 1984 re-election deots. 

And, responding to another allegation raised by R.T.C. investigators, the 
report concludes that althougn S56,000 flowed from Macison Guaranty through 
intermediaries and cr.en to Whitewater's accounts, "little is known about the 
purpose or reason for these transfers." This is or.e of the most significant 
issues in the Whitewater affair. It would be particularly embarrassing for Mr. 
Clinton if Mr. McDougal siphoned money out of" r.i9 federally insured savings and 
loan to prop up Whit: water. 

The report has other limitations, too. Some documents are missing, and many 
important witnesses .ere not interviewed, in part because of restrictions 
imposed by Kennth W. Starr, the independent counsel now investigating the 
Whitewater affair. 

The report also rites no recommendation on a central question posed by the 
R.T.C.: whether a sun snould be filed to recover Madison's losses, if any, in 
the Whitewater venture. 

The report offers no evidence that Mr. McDougal benefited from his 
relationship with Mi Clinton. But it does disclose tnat in 1986, in a meeting 
with Mr. Clinton ana Arkansas health department officials at the Governor's 
offices, Mr. McDougal ver.tec his grievances concerning sewage inspections of 
another of his proje-ts. State health officials said in interviews that it had 
been unusual to hold sucn a meeting in the Governor's presence, but they 
insisted that Mr. McZougai's projects nad received no special treatment as a 
result. 

While the documentary record sheds new iignt or. the relationship between the 
Clintons and the McDcugals, the investigators acknowledge that without 
interviews with the two couples, it was impossible to assess their motives and 
intentions. 

GRAPHIC: Phctc : James B. McCcugal (Associated Press' 

LANGUAGE: ENG lie!-! 


LOAD -DATE: July 1*, 1:95 
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Brown. Rogers t Company. FJu 


mu* 


501*225-3641 
FAX 501-225-3699, 

Mr. Virfce Foster, Chief Counsel 
The Wait* 1 s* 

West Wing, ^second Floor 
1600 /Pennsylvania Av«nu* H.W. 
Washington, DC 20500 




Foster: 

enclosing summary workpapers 
the assumed loss of $5,878.35. 
report from Patten, McCarthy detailing their findings of 
estimated investment of $68,880.07, workpapers that we had] 
in o ir Whitewater file of payments made on behalf of 
Whiteyatkr, deductions taken on tax returns, and lists/ 
prepared Npossibly by Carolyn Huber concerning the sam^ 
items. 


I still recommend that we do not attach any stateme 
to the tak return concerning Whitewater other thin the 
listing of\th*v sale of the stock. We have^a-^inimum basis 
of $500, vhrqh yas the amount allocated o a the coroorat 
books as 50 percent of the capital stock. Because of the 
numerous problems with Whitewater records and the 
commingling of funds with other companies and individuals, I 
believe many explanations may have to be made if we claim a 
loss. I do not believe that we should claim a gain, because 
the Clintons did suffer a loss, and that should be the 
implication in closing the transaction. Please let me know 
what you decide concerning this matter so that we can finish 
the returns tomorrow and send them by Federal Express. 


from 
the : 


11 am making the changes we discussed on the 
tpe money market funds and the listing of the 
tocks and partnership on Schedule D. 


Talei 




also sending you again the two W-2 form 
I am sorry that you only received one of them 


Sincerely, 



Enclosures 
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UliOlflBilil 

F 603158 

Clinton 

FOR PRESIDENT COMMITTEE 


May 18, 1992 


Ms. Kim L. Bright-Coleroan 
Associate General Counsel 
Federal Election Commission 
999 E Street, N.W. 


Washington, D.C. 

20463 

Re: 

SF-278 for Presidential 
Candidate *fillian J. Clinton 


Dear Ms. Bright-Coleraan: 

Enclosed for filing is Governor Clinton’s Public 
Financial Disclosure Report. Please note that our prior 
submission dated November 1, 1991, as amended, should be 
considered further amended with respect to Items 2 and 4 on 
Schedule A, page 10, and Item 4 on Schedule C, page 15. If you 
have any questions or require any additional information, please 


contact Bruce R. 
* -> 

Lindsey, Campaign Director. 

Very truly yours, 

CLINTON FOR PRESIDENT COMMITTEE 

Mary < ‘Anne Sullivan 
Counsel 

MAS: aw 



Wasmngton. OOM*d Ailantic Htadquaners • 1317 F NW. Soil* 902 • Wasnmg ton. OC 20004 « T*l»onon« t202) 393-3323 • FAXI2C2’ 
National Camoaign Headquarters • PQ 8o« 6tS • Little flock. Arkansas 72203 • Teteqnone (50t» 372-1992 • Pax 372 2??2 
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((•mixed l**t of ValuaPartners I 
investments. Hillary Ginton has 
an investment in ValuePanners I 
tsaa page 7). 


sxirx camital nwuccKxr, ixc. 
Kxrrouo A^Misau 

VsUMpertmrs 1 
Accounts YM .100 
Hay 1 , 1 992 


pniiim 

F 603169 * 


Ouantlty Security 


Itartat fct. 

Irlc# Value Asset# T 1 eld 


CCKMOI uca 


20.200 

AUT V«r rants (I) 

0.42 

12,623.00 

o.ts 

0.0 

82,600 

AWT, Inc. 

2.73 

227,130.00 

2.42 

0.0 

1.600 

Allied Jlfnal !ne 

39.23 

106,630.00 

1.23 

1.7 

6, 400 

Amatron# Vartd Ind 

33.25 

133,100.00 

1.77 

3.4 

6,730 

tcleec 

11.47 

80,136.23 

0.93 

0.0 

3,300 

Callsvey Calf 

24.00 

64,000.00 

0.97 

0.0 

U,3C0 

Qiartar Calf 

7.42 

109,037.30 ’ 

1.26 

0.0 

3,600 

die# Syttca Inc 

34.67 

123,373.00 

1.45 

0.0 

13,700 

Csait Stvlms 

11.00 

172,700.00 

2.00 

0.0 

4,500 

Corrv 0.1, A* 

26.23 

170,623.00 

1.97 

0.0 

10,200 

Corptranii Carp 

12.87 

131,323.00 

1.32 

0.0 

9,000 

Carrier feriphcralt 

20.30 

164,300.00 

2.13 

0.0 

13,900 

Consolidated Stare# 

U.12 

194,337.30 

2.27 

0.Q 

7,200 

Carnlrtf Inc 

36.57 

263,300.00 

3.07 

1.6 

23,300 

Craft Made 

3.73 

14S,;73.00 

1.66 

0.0 

9,123 

Collar Central 

16.73 

171,093.73 

1.96 

1.1 

9,700 

G Carp 

13.00 

126,100.00 

1.46 

o.a 

20,600 

(lectronle Art# 

22. SO 

466,000.00 

3.41 

0.0 

14,000 

faeily Collar 

19.12 

267,730.00 

3.09 

1.4 

6,900 

Mrctvood , 

37.37 

332.637.30 

3.64 

2.4 

9,600 

feeds 

14.00 

133,400.00 

1.77 

0.0 

7,600 

Cool tyateea 

16.67 

131.623.00 

1.52 

o.a 

6,600 

Coodircar Tlra 

71.30 

471,900.00 

5.43 

0.6 

27.200 

Ceancsrt 

14.30 

394,400.00 

4.34 

o.a 

23,900 

Crtcrwfdi fhara 

10.73 

278,423.00 

3*22 

0.0 

7,600 

Irultufera Aid M 

15.73 

122,630.00 

1.42 

0.0 

7,600 

Lennar Carp 

21.73 

169,630.00 

1.94 

0.6 

6,100 

Marital 

10.62 

66,062.30 

0.99 

0.0 

36.U9 

Marfan Sect on Inc. 

13.37 

467,302.06 

3.63 

1.8 

9,630 

Morrison Inc. 

24.30 

231,323.00 

2.67 

2.6 

7,200 

MuUIUnk financial 

11.73 

64,600.00 

0.98 

0.0 

2,400 

level l 

34.00 

140,400.00 

1.42 

0.0 

U.S5Q 

lutneg (nd 

23.00 

334,6S0.00 

3.47 

0.0 

72,330 

K Ouota ' 

1.37 

99,723.73 

1.13 

0.0 

7,300 

flcnratel 

37.00 

270,100.00 

3.12 

0.0 

6,400 

Proffitts 

10.00 

64,000.00 

0.97 

0.0 

4,700 

Oualcae 

21.23 

142,373.00 

1.64 

0.0 

12,400 

IEM Carp 

12.62 

154,330.00 

1.41 

0.0 
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SWIDLER & BERLIN 


cmaitocd 

x»0 k merr. n.w 
sum joo 

WA5H INC TON. D.c. 30007 ) 1)6 
(202) 944-4 >00 


JAMES HAMILTON 
AnoiMTAT-UV 


(202)644-4*26 
TBXX: 701 1)1 
TtLtCOmr (202) 644-4296 


April 6, 1993 


EY HAND 


The Honorable Vince Foster 
Deputy Assistant to the President 
and Deputy Counsel 
The White House 
Washington, D.C. 

Dear Vince: 

Per your request. I enclose the following documents: 


1. The SF-278 filed for Presidential Candidate Clinton on May 18, 1992; 

2. His SF-278 filed on November 1 , 1991 . with additional filings made on 
November 13, 1991, January 10, 1992, and April 6, 1992; and 

3. The Amended and Restated Statement of Financial Interest for then-Gover 
Clinton filed with the Secretary of State of Aricansas on May 15, 1992. 

Please let me know how else I can be of service. 


Best regards, 



James Hamilton 


JH/cmb 


Enclosures 
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Clinton 

FOR PRESIDENT COMMITTEE 


piniiiiii 
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May 18, 1992 


Ms. Kira L. Bright-Coleman 
Associate General Counsel 
Federal Election Commission 
999 E Street, N.W. 

Washington, D.C. 20463 

Re: SF-278 for Presidential 

Candidate william J, Clinton 


Dear Ms. Bright-Coleman: 

Enclosed for filing is Governor Clinton’s Public 
Financial Disclosure Report. Please note that our prior 
submission dated November 1, 1991, as amended, should be 
considered further amended with respect to Items 2 and 4 on 
Schedule A, page 10, and Item 4 on Schedule C, page 15. If you 
have any questions or require any additional information, please 
contact Bruce R. Lindsey, Campaign Director. 


Very truly yours. 


CLINTON FOR PRESIDENT COMMITTEE 



MAS: aw 


Wwn.n$ton 0C’M«j -Atlantic Heacouaners • 1317 F Street. NW Suite 902 • -7c" CC 20004 • T eieonone (2021393-3223 * rit 

National Ci/^caiqn H-ao3uarte'5 • PO 801 615 • Lurie = c:< - *”!-2 • "•■ernon* 3*2 1992 • -ix 
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Income: typB and amount. If "None (or lest than $201)' li checked, no 
other entry la needed In Block C for that Item. 

BtOCK C 

c 

3 

;§ Zss 

5| IP | 


§: ‘ 
r ; | 








000.0003 S 

*r~ 


•=->• f f i\ 


. • T 


1 


000 ’ 000 ’t? * xoo oots 


. . 

1 






gffBsssssssggsaa 

a? 


S52SSISaS£: 



-e-WS.- 


E 

< 

OOOOSS * 100’SIS j 

. ; 

1 






3SS5=^||S?a|ES3t:j 

•S2J. 

^ •' •; 


000 SS • itwts 

, ... 

1 1 




*BWJP^OOSXS?aOOilSBC=- 

sasgsrasl 

t5c23I2eS5 



■. 1. 


OOO’IS • 102S 

; • . 



X 

X 

X 





K?r« 


iri.-— • 

--• X 

9 

a 

a 

fc £■? 

5 El 

*> , . 
ill! ': 

;i ; ; 








l»SJBa!si?§* 





-■ 


>ITUJ, fwWwr^ 

' ! ! 





i 


»»Aupp»>o»3»3 

*a.'<ar=e«:-i 

■' — £|£-s*n« 




1 

IUIIJ) jwjior^ 

* ; ; 








£5i2=!^;2S 



.r 




*»Q!***7y pu» »«»}j 

: : : 


1 




1 

feeasssesr^asah 



feSS? 

v >. -x 

X 

X 

X 

• T9 

S £ 
jo t 

0 m * 

Sii S 

1 * V 

3 4) 

"3 w 
> 

000000‘1S«***0 


1 ; 


1 





^yj^ooo'oooisgnoo'oogs^^ 





r- -- 




oooooss • I00 052S 


; ; 


i — 








... 

Jr .•-- -• 





ooooois * 100 OSS 


i : 


1 





TjnXTg^w^OOO OSSdOO SlSr^fc^ 




:|_1_ ;.*. 




X 

000'StS • 100‘IS 


. . 


1 

X 

: x 

X 


t yx(i oo'i s *» « i y*») . 



X 

;|. .x 





« 

E 

o 

u 

c 

•o 

a p 

m k 

2 * 

< 

ill j. 

Ill til 

?xg 

t*S 8 W *=x 

12-t : i m 

: • ?&. : -i 

□ 

:J5i S 

1 j? 2 
2-1:6 ii-i 


i : : 

j:,:i 

1:1:1 

Jifii 

i: ill 

J 

jf 

US Government Reserves 

Mnnov Hnrlcoh SO Fund 

US Government Reserves 

Mnnov MflrW«»|- 0 Fund 

c 

c 

E 

c 

c. 

a 

2 

> 

2 

c 

c 

i 

c 

CJ 

( 

t 

: - 

3 *■ 

: C 

: a 

3 — 

3 J- 

i < 

j - 

: . - 

■ a 

: a 

1 £_ 

= 

0 

E 

0 

u 

1 

X 

Aj 

3 

0 

w 

. - 

< 0- 

j a 

3 tC 

Liz Cla Iborne . Inc .Common 

- a 0 - 

- 

L v 

> » ai. c 

u- c 

>1. ^ 


■CD 
| CD 

I CD 
S© 
s© 



SCHEDULE A 


281 



Incomei type end amount. If 'None (or tesa then $201)* la checked, no 
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ATTACHMF vr TO SCHEDULE A 
itemized list of ValuePartners I 
Inwtmmu. Hillary Clinton has 
an investment in ValusPartners I 
(see page 7). 
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ATTACHMENT TO SCHEDULE A 
(cominuodl 


PUT* CAPtTAL KAMAOttMT, 1MC. 

pawcuo wuiui 
Valuepartncr* I 
Account: YAUOQ 
May i, 1792 
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CLINTON 

f O R 


PRESIDENT 



November 1, 1991 


003193 


Ms. Kim Br ight-Coleman 
Office of General Counsel 
Federal Election Commission 
9S9 E Street, N.W. 
Washington, D. C. 20463 


Dear Ms. Br ight-Coleman: 


ReJrt l0S T^ f0C “ U " 9 ' Gov « cno,: Clinton's Public Financial Disclosure 
plHse let me 0 ^:' ° r if ^ditional information is needed. 



Executive Branch PUBLIC FINANCIAL DISCLOSURE REPORT 
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CLINTON ■iff™ 


f O * 


PRESIDENT 


COMMITTEE 


VIA FACSIMILE 


November 13, 1991 


Mr- Sid Smith “ *=" 

Office of Government Ethics 
1201 New York Avenue 
Washington, DC 20005 

Dear Mr. Smith: 

As requested, I enclose the list of underlying assets of 
Value Partners I Limited Partnership, which is listed on page 3 
of Governor Clinton’s Public Financial Disclosure Report. 

If you have additional questions or need additional infor- 
mation, please let me know. 



Bruce R. Lindsey* 
Campaign Director 


BRL : mp 
Enclosures 
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• SMITH CAPITAL MAHACBlEfT. INC. 

PORTFOLIO APPRAISAL 
Valuepartnera I 
Aoee: t*UQ0 

Aa oil 10-31-91 

Unit Total Market Pet. 


Quantity 

Security 

Coat 

Coat 

Prlct 

Valua Ana ci Yl«U 

COMMON "STOCK 








18,000 

A£RT, Inc, Warrant! 

0.60 

10,843.00 

1.03 

18,362.30 

0.2 

0.0 

*9,000 

AXRTA, Inc. 

1.93 

94,343.00 

2.66 

130,136.23 

1.3 

0.0 

10,900 

A* Trtl|htwaya 

28.22 

310,873.00 

37.73 

411,473.00 

4.6 

*0.0 

6,800 

AaCtch 

21.20 

146;200.00 

23.73 

173,100.00 

2.0 

0.0 

18.300 

85 Arionloa 

13.37 

264,730.00 

13.00 

237,900.00 

2.7 

0.0 

7,200 

8KC 5t£cvara 

46.33 

333,573.00 

36.62 

422,100.00 

4.7 

O.Q 

9,620 

Salaae 

13.82 

132,644.85 

14.87 

143,343.73 

1.6 

0.0 

3,130 

Cabletron Syaeaaa 

49.97 

192,403.73 

46.37 

178,343.75 

2.0 

0.0 

13,000 

Caabax Cor? 

11.12 

144.262.30 

23.23 

302,250.00 

3.4 

0.0 

1,230 

Claoo Syateai Ino 

21.39 

242,773.00 

48.62 

413,743.73 

4.7 

0.0 

26,300 

C««?tronix Cor? 

1.31 

223,323.00 

9.25 

243,123.00 

2.7 

0.0 

17,700 

Oollar Canocal 

16.70 

293,362.30 

21.31 

377,231.23 

4.2 

0.0 

9,700 

EZ Cor? 

9.75 

94,375.00 

14.00 

133,800.00 

1.3 

0.0 

!,f00 

Ilaocronlo Arte 

29.31 

258,340.80 

32.31 

214,330.00 

3.2 

0.0 

4,800' 

Tastily Dollar 

28.31 

137,179.20 

27.87 

133,800.00 

1.3 

1.6 

20,330 

Fifty-Off Storaa 

9.73 

199,907.92 

21.87 

449.331,23 

3.0 

0.0 

11,300 

Ocanearo 

10.23 

117,873.00 

10.23 

117,173.00 

1.3 

o.c 

4,400 

Ht art land Exprata 

14.60 

108,240.00 

39.30 

173,800,00 

1.9 

o.c 

10,200 

UCX, Inc 

13.32 

137,173.00 

20.50 

209,100.00 

2.3 

o.c 

13,300 

Mobil Talaooa 

1.30 

130,030.00 

10.36 

161,606.23 

1.1 

o.c 

34,932 

Morgan Keegan Ino. 

9.64 

336,620.00 

16.12 

363,283.92 

6.3 

o.c 

9,600 

Neveeere 

14.40 

131,230.00 

24.23 

232,100.00 

2.6 

o.c 

6,100 

Koto 11 

31.46 

234,633.75 

31.62 

314.912.30 

3.3 

o.c 

6,000 

Nucnej Ind 

17.72 

106,344,00 

18.00 

108,000.00 

1.2 

o.c 

94,600 

PC Quota 

0.76 

72.327.00 

0.94 

$8,687.30 

1.0 

o.c 

24,400 

Phllllpt-Van Hauaon 

13.16 

321,081.30 

17.37 

423,930.00 

4.8 

o.c 

10,700 

Ploturatal 

29.30 

313.331.23 

41.25 

441,373.00 

4.9 

• o.c 

3,400 

Reader'! Olgeet 

29.23 

99,430.00 

40.87 

138.973.00 

1.6 

l.: 

9,700 

Republla Cypsun 

3.60 

34,920.00 

3.37 

32,737.30 

0.4 

o.c 

3,100 

Sanaoramtlc Elat 

23.00 

117,300.00 

26.30 

135,130.00 

1.3 

o.. 

4,300 

ShovbU Pitta 

30.62 

131,567.30 

29.62 

127,387.30 

1.4 

0 . 

8,000 

Sonic Cor? 

20.9$ 

167.130.00 

22. 75 

182.000.00 

2.0 

0 . 

6,600 

Symbol Tooh 

20.36 

134,376.00 

25.12 

172,423.00 

1.9 

0 . 

7,600 

T2 Kadleal Ina 

24.33 

184,914.00 

36.00 

273.600.00 

3.1 

0 . 

7,100 

Telafanoa Do Moxloo 

28.37 

202.837.30 

43.00 

303,300.00 

3.4 

0 . 

11,900 

Thonaa Kolaon 

11.53 

137,262.30 

16.94 

201,358.23 

2.3 

0 . 

13.300 

Uni Ub 

9.7$ 

131,637.30 

9.61 

152,093.73 

1.7 

0 . 

6.100 

Unltad Healthcare 

47.93 

292,344.40 

64.00 

390.400.00 

4.4 

0 . 

9.900 

Value Marohanta Ino 

33.99 

336.330.00 

33\62 

332,687.30 

4.0 

a . 




7,092.243.42 


9,360,917.17 

104.9 

0 . 


1 
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. stiiiH capital hamacemett, ihc. 

writouo appraisal 
7*lu*p*rtn*r« I 
Acac: **uoo 
A* «£: 10 -31-91 



Quantity 

Unit Total 

SaeurUy Co«t Co it 

M*rk*e 

Trio* v*lu* 

Toe. 

Aaaata Tl«ld 


SHOUT STOCX 


•4,700 

Altaic 4 Daokar 

13.62 -44.033.34 

16.47 .79.3 U .30 

*0.2 


•2.300 

Bread Ina. 

10.40 .23,919.19 

14.00 -41.600.00 

•0.2 


•3.000— 

Coop*^ 

27.99 -139,947.11 

24.37 -141.473.00 

0.0 


•4,600 

D«ll Conpuetrt 

29.20 -191,370.00 

24.17 -169.130.00 

0.3 


•12.700 

Igjhaad Zna. 

14.43 -113,237.30 

21.23 .269.473.00 

-1.0 


•17,900 

Craae Lakot B«nk 

10.61 -114,423.00 

9.00 .111,100.00 

0.3 


• 4 • 600 

HMO Aaariaa Inc. 

13.19 .17.040.00 

12.94 .13.347.30 

0.0 


•3.300 

Int*lll5«nt Elaa Ina 

21.30 -70,930.00 

20.73 -64,473.00 

0.0 


•11,000 

Kaufaan 4 Broad Hoae 

12.40 -136.393.41 

12.47 .141.625.00 

•0.1 


•2,000 

Ke Oonna 11 • Ooti (1 at 

64.12 -132,243.31 

70.37 .140,730.00 

•0.1 


•7,600 

Qerdok Oil $ y . 

15.27 -116.073.00 

16.25 .134,700.00 

•0.3 


•10,400 

Quantua Cerp 

10.17 -113.100.00 

9.61 .102,030.00 

0.1 


•4,900 

Stan* Cantalnar 

19.61 .95,641.36 

22.73 -111.473.00 

•0.2 


•6,000 

Tiffany 4 Co 

44.71 *261, 547.53 

44.17 -259.230.00 

0.0 


•9.400 

Travtlari Carp 

11.32 -174,129.15 

20.36 -193.247.50 

•0.2 


•16,200 

VtdaoCarc 

10.17 .176,023.00 

10.47 .176,173.00 

0.0 



SHORT STOCX TOTAL 

•2.166,131.11 

-2,249,617.50 




ADDED TO C7AKD TOTAL 

0.00 

-123,734.39 

-1.4 


KONFf HAWCrr 

TOOTS 






Aaeruad CPA Taa* 

-7,000.00 

•7,000.00 

•0.1 

0.0 


Oonaldjon Lufkin K*n 

a.oo 

0.00 

0.0 

1.0 


Prepaid CTA Ten 

1.412.30 

1.4 U .50 

0.0 

0.0 


Prapald X*ae Taaa 

44,140.73 

44,160.73 

0.5 

0.0 


ILH Cove HK 

•360.612.32 

•360,612.42 

• 4.0 

• 3.7 


SLH MK: 7A 

0.00 

0.00 

0.0 

0.0 


Union Had Bank 

3,371.34 

3.574.34 

0.1 

0.0 



-316,331.00 

•316.331.00 

• 3.3 

6.3 


I 
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smith capital hanacwott, me. 

PORTFOLIO APPRAISAL 
Valuapartnara I 
Aoot: ^allOO 



As of: 10-Jt-U 





quantity 

Unit 

Sacurlty Coat 

Total 

Coat 

Prtco 

Karkat 

Valuo 

Pet. 

Asaatt TlaU 


TOTAL PORTFOLIO «. 775, 712. 62 1,920, S 69 . 71 100.0 -0.2 


Valuo of laeh Unte: 2,173.191 

Total Humbor of Units: 3,336.119 

Xlshc Pet. - * 713,(32 

Ofcj: Spaolal Growth 

Tax %: 21 

Start Oata: 12-31-94 

Brokart: 3LH Prlao 230-201H.2-0-101 

Union 0011094723 
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AP« 16 * 92 113 19 P6GE.00 


XJkW «rv<C(l 

Ross & Haedies 

A TgTllWWI. Can»XUTIOMS 

886 3oct*o«th Smcc t. N.W. 

naeo>H. WASMmCTOe. O.C 20008-4103 

tTH; 202-298-8800 

m* •« 


January 10, 1992 


Ms. Kim Bright-Colenan 
Office of t he General Counsel 
Federal Election Commission 
999 E Street, N.W. 

Washington, DC 20463 

Re: Amended SF-278 For Presidantial Candidate 

william J. Clinton 

Dear Ms. Bright-Colaman: 

Enclosed for filing la an aaandaant to Schedule C of fora 
SF-278, the Public Financial Disclosure Report, previously 
submitted by Presidential Candidate william J. Clinton. 

The amendment reports two bank loans that were omitted from 
the original filing. Although Governor and Mrs. Clinton were the 
borrower*, the lending institution disbursed the proceeds 
directly to Governor Clinton's 1990 gubernatorial campaign 
committee and the committee is responsible for their repayment. 



Respectfully submitted, 

David IfShin 

General Counsel, Clinton for 
President Committee 


CC>IIHV 01 Niff 26 
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WUiart J. Clinton SCHEDULE C (An^j,iO 
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April 6, 1992 


VIA HAND DELIVERY 

Kim L. Bright-Coleman 
Associate General Counsel 
Federal Election Commission 
999 E Street, N.W. 

Washington, DC 20463 

Re: Amended SF-278 for Preside ntial 

Candidate William J. Clinton 

Dear Ms. Bright-Coleman: 

Enclosed for filing is an amendment to Schedule C of SF-278, 
the Public Financial Disclosure Report, previously submitted by 
Presidential Candidate william J. Clinton. 

The amendment reports that Governor and Mrs. Clinton are 
personal guarantors of a mortage loan to Whitewater Development 
Company, Inc., a real estate development corporation of which they 
are shareholders. 


Cordially yours 


Bruce R. Lxndsey 
Campaign Director 



Enclosure 


National Camoaiqn Heacauaners ♦ P 0 Bo* 615 • Little floe* Arkansas 72203 * Telepnone (501) 372-1992 • FAX (501) 372-2292 


Executive branch PUBLIC FINANCIAL UlSCLUyUlUi ItUixm i < 


317 



^ SE SSJ, 

nanniOIOIIBlI 



Purl I: Liabilities 


318 


r j 


D 

O 

2 

5 

CO 



: 1 

ii i i 

i! 

: 1 

i i i i 


:-l 

i i i 

i 


13 

: 1 

i 

i i 

i 


i! 

1 

i 

i i 

i 



: 1 

i - 

i i 

i i 


‘mi 

1 1 

Is 

„ i i 

i i 

! 

hi 

til 

Matur 

Date 

10/)/ 




ii 

= :* 






ii 

if 

r** 

m 

cr* 






II! 

m 

til 
I si 

ijj 

I ! J 

111 


iiiil 

rili * 

rill] 

Tiifi 

gli-s* 

5.r^ 

• liu t 

:? u v’ 

•«2ir 

Hi ii 

1 * ‘is 

= 111 ? 

* - t Z 4 

i sl-sl 


v — 

if 


U.-1- 


□ 


4 5 

: s 

r I 


!S 

; • 


it 

i. ? 

Z *5 


ilj 

= £ 2. 


Ill 

J ■ 

5 1= 

III 

ill 

m 


t £ ; 
• i : 

W* 

if 5 

lil 


j 

f 

I 

il 
•* » 

u 

I! 

14 
iv 
* *. 
■5J 

H 


!! 
\i 
1 1 

i! 

fl 

Is 

I 

i 

i 


ezzEee J 


11 ie~ Clintons nie 5(11 sli.n eltolders of Wiitewater Development , Inc. , an 
Arkansas real estate developnent corporation! wlilch has a negative net 
worth. ' 


319 



ihhiiii 

F 003224 

STATE OF ARKANSAS 
Office or the Governor 


5ui« 

U*A» *•«* 72201 


F i L L 

L«( : 1222 

BUI n:- . 

W J. 

* SuIHttA^r c f STA 


May IS, 1992 


The Honorable W. J. •Bill* McCuen 
Secretary of State 
State Capitol 

Little Rode, Arkansas 72201 
Dear Bill: 

Attached please find an amended and restated statement of financial 
interest for Govemcr Bill Clinton. This statement replaces the* 
statement filed January 31, 19 92, and the amendment thereto filed in 
February of 1992. 



Chief Legal Counsel 


ETW:pm 
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mrnmmrn 

amended and restated f 003225 

w«j* *8111* McCuen STATEMENT OF FINANCIAL INTEREST p j SUuCjoi 

Secretary ol State - Uttle RocfTAiliqwaJ 722 oLTc 

Provide ALL information or indicate "Not Applicable"*. (It additional space is needed, attach information to ffm doom*?!?.; 

section u name ano aoopess ~ J IS92 

Nam. W - V- -8H.- ■- 


250 State Caplcol Building 


Little Rock. 


682-2345 


Soouse 3 name _ 


CliUCOQ 


Hillary 


Rodhas 


AM names under wtucfl you and/or your spouse do business: 

Bill -Clinton , William J. Clinton, William Jefferson Cliacoa 
Hlllarv Rodham Clinton, Hlllarv Clincoa 

SECTION 2. REASON FOR RUNG 

S PubGc official Govegl or 

3 Candidate 


President 


Q Municipal judge or city attorney 

Q State Government: Agency head, department director, division directory 


Q Public appoiotae to state board or commission^. 


• ^SECTION 3- SOURCES OP INCOME 

List each employer and each other source of income from wfuch you. your soouse. or any other person for the use or benefit of you 
your spouse receives income. (You are not reomred to disclose the individual items of income that constitute a portion of the gre 
income of the business or profession from which you or your soouse derives income.) For example: accountants, attorneys, 
farmers, contractors, etc. do not have to Gst their mdrsnduaJ clients. If you receive income exceeding S 1.000. the answer N/A is 

Q more than SIZ^OO 


a) Check appropriate box: Q more than Si .000 

See Attachment A 


Provide a bnel description of the nature of the services for which (he compensation was received . 


b) Check appropriate box: Q more than Si. 000 


Q more than StZ^OO 


KW*** linear nconn raccwwa) 

Provide a bnet descnption ot (he nature of the services (or wnich the compensation was received 


o 


Q more man $1,000 


F 003226' 


Q more man H2J500 


Provide a bnef descnpoon erf m* nature of the mmcm tor wnieft me compensation wu receded 


SECTION 4. BUSINESS QR HOLDINGS 

list in* nami of every busmess in which you. your spouse or any other person tor the us* or benefit of you or your spouse nave an 
investment or folding. * Indivtoual stock holdings should be disclosed. Figures snouid be based on (a u market value at date ol sutement. 

a) Check appropnata boe Q more man $1,000 Q more man $12^00 


<»« IfneHarnc! 



b) Check appropnat# bos Q more man $1,000 Q more man S12J00 


section s- office or DIRECTORSHIP 

Ust every Office or directorship heto by you or your spouse in any business, corporation, firm or enterprise subject to jurisdiction of a 
regulatory agency of thrs State, or of any of its political subdivisions. 
a * See Attachment C 
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list ••eft creditor to whom the at five thousand oo *ars (45.000) or more w« personafiy owed or personaSy oobqated and ~ 

•utstandeig. (Thflt *5« not new* debts owed to memoer s o « your tamrfy or toons made *i me ordinary course of business ^ ,, 4 ^. 
a finenoai msuiuoon or a person wfto regularly and cuzlomanfy extends credit.) 7 

a) H/A 


b) 


SECTION 7g GUARANTOR. CO-MAKER 

List tacit guarantor or co-maxer wno has guaranteed a debi ot yours that is still outstanding. (This mdudes deot guarantors arising or 
extended and refinanced after Jan. 1. 1989. Memoers ot you t (arru*y wfto are your guarantors are not reguxed to Oe disclosed.) 
a) N/A ___ 

IMMI 


bi 


SECTION S-CIFTS 

List the source, date and description ot each gift ot more than St 00 re ce ived by you or your spouse A ‘gift* is defined as ‘any pay* 
ment. entertainment, advance, services or anytftmg ot value unless consideration of equal or greater value has be given merefor'. 

A gift does not include (1) intermabonaf material. (2) me giving or receiving ot food, lodging or travel wftich bears a relationship to the 
mibfic servant's office and wtien appearing in an official capacity. (3) gifts which are not used and returned to donor within 30 days, 
(i) gifts from a family member, unless the giver is acting as agent or intermediary for any person not covered by the* paragraph. (5) 
campaign contributions. ( 6 ) any devise or inheritance. 

a) See Attachment D 


b) 


SECTION 9* NONGOVERNMENTAL SOURCES OF PAYMENT 

List each nongovernmental source ot payment ot you r expenses for food, lodqmg or travel wh<n bears a reiauonsrup to your o«»ce **ne- 
you appear in your official cacao ry when tne expenses incurred exceed $150. 


See Attachment E 
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section 10 . oihect ngeuumoN of business 

U* any Dvuntu vf*cnj» unde r dho r e q U^ on or aub|«ct n bireel control by V* 
employs you. 


F 003228 

body wfwcn you urv« i 


a| 


3/A- 


SECT7QN 11- SALES TO GOVERNMENTAL BOOY 

List tn* good a-or services sold h*wng a US anwd value in newt o < St.OOO sold to the governmental body tor «ndi you 
serve, and theTcomoertsaiion part lor eaca ntwjn ry al goods or sonnets by you or any Outness n wrwcfl you or your soouso o'an 
officer. director, stockholder oung more Stan 10% of the stock. 


Legal Services 

«0M« «r mnm 

Workers Compensation Cosalssloa 

$4,227 

(These fees have been received by Che BLose Lav Fira. 

Hillary 

Cliacon is a partner ac cbe fira. hue she receives no 

portion 

of the fees paid bv anv Arkansas state agency co Che 

firs. ) 


SECTION 12- SIGNATURE 

t certify under penalty of perjury that me above information is true and correct 

r /*^yVN A 


STATE OF ARKANSAS 

COUNTY QF ~4^A A S, fc^i* 

Subscribed and sv*om to before me. a Notary Pubfc tte me / S I dav of 


; t 


^ -r - 

Notary PuO*»c ' 






! V Notary PuOtoC • 

L^JLcks U. 


My commission expires: ^ - /7 - rXOOt 


- Pag« 4 
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ATTACHMENT A 

SECTION 3-,=-&gVRCT?, OF INCQ^E 

List each employer and each other source of income from which you, 
your spouse, or any other person for the use or benefit of you or 
your spouse receives income. (You are not required to disclose the 
individual items of income that constitute a portion of the gross 
income of the business or profession from which you or your spouse 
derives income.) For example: accountants, attorneys, farmers, 

contractors, etc. do not have to list their individual clients, if 
you receive income exceeding $1,000, the answer N/A is not correct. 

Check appropriate box: 

a) more than $1,000 x more than $12,500 

State of Arkansas 
Little Rock, AR 
Bill Clinton 

Salary 



Check appropriate box: 


b) 

more than $1,000 

x more than $12,500 


Rose Lav Firm 
Little Rock, AR 
Hillary Clinton 



Salary 



Check appropriate box: 


c) more than $1,000 x more than $12,500 

Wal-Mart 
Bentonville, AR 
Hillary Clinton 

Service on Board of Directors 


Check appropriate box: 

d) * _x more than $1,000 more than $12,500 

TCBY 

Little Rock, AR 
Hillary Clinton 

Service on Board of Directors 


5 
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Check appropriate box: 

e) more than $1,000 x more than $12,500 

Lafarge Corporation 
Reston, VA 
Hillary Clinton 

Service on Board of Directors 

Check appropriate box: 

_ f) x more than $1,000 more than $12,500 

Public/Private Ventures 
Philadelphia, PA 
Hillary Clinton 

Service on Board of Directors 


Check appropriate box: 

g) x $1,000 more than $12,500 

American Association of School Administrators 
Arlington, VA 
Bill Clinton* 

Speech Honorarium 


Check appropriate box: 

h) x more than $1,000 more than $12,500 

American Bar Association 
Chicago, IL 
Bill Clinton 

Speech Honorarium 


Check appropriate box: 

i) X more than $1,000 more than $12,500 

Chautauqua Institution 
Chautauqua , NY 
Bill Clinton 

Speech Honorarium 


Page 6 
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Check appropriate box: 

j) x more than $1,000 more than $12,500 

Delta State Universtiy Foundation, Inc. 
Cleveland, MS 
Hillary Clinton 

Speech Honorarium 

ChecJc appropriate box: 

r k) ’ x more than $1,000 more than $12,500 

Chautauqua Institution 
Chautauqua, NY 
Hillary Clinton 

Speech Honorarium 

ChecJc appropriate box: 

1) x more than $1,000 more than $12,500 

Twin City Bank 
North Little Rock, AR 
Hillary Clinton 

Interest 


Check appropriate box: 

m) x more than $1,000 more than $12,500 

Union National Bank 
Little Rock, AR 

Bill Clinton and Hillary Clinton 
Interest 


Check appropriate box: 

n ) x more than $1,000 more than $12,500 

Worthen Bank 
Little Rock, AR 

Bill Clinton and Hillary Clinton 
Interest 


' O i r'(* 
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Check appropriate box: 

o) x more than $1,000 more than $12,500 

ValuePartners I 
Little Rock, A R 
Hillary Clinton 

Interest 

Check appropriate box: 

- p). x more than $1,000 more than $12,500 

Cortland Municipal Money Market Fund 
Hew York, NY 
Hillary Clinton 

Interest 


Check appropriate box: 

q) x more than $1,000 more than $12,500 

Texarkana Public Watervorks Millwood Lakes Bond 
Texarkana, AR 
Hillary Clinton 

Interest 


Check appropriate box: 

r) x more than $1,000 more than $12,500 

Pulaski County Health St. Vincent Bond 
Little Rock, AR 
Hillary Clinton 

Interest 

Check appropriate box: 

s) x more than $1,000 more than $12,500 

Fidelity ST-TRM Government Fund 
Boston, MA 

Bill Clinton and Hillary Clinton each have separate 
investments in this fund 

Interest 


Pace fi 
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Check appropriate box: 

t) x more than §1,000 more than §12,500 

Rose Law Firm Profit Sharing Plan 
Little Rock, A R 
Hillary Clinton 

Interest 
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ATTACHMENT B 

SECTION 4 - BUSINESS OR HOLDINGS 

List the name of every business in which you, your spouse or any 
other person for the use or benefit of you or your spouse have an 
investment or holding. Individual stock holdings should be 
disclosed. Figures should be based on fair market value at date 
of statement. 

Check appropriate box: 

- a) * more than $1,000 x more than $12,500 

Liz Claiborne 
New York, NY 
Hillary Clinton 

Check appropriate Dox: 

b) more than $1,000 x more than $12,500 

Wal-Mart 
Bentonville, AR 
Hillary Clinton 


Check appropriate box: 

c) x more than $1,000 more than $12,500 

TCBY 

Little Rock, AR 
Hillary Clinton 


d) 

Check appropriate box: 

more than $1,000 

Cortland Municipal Money 
New York, NY 
Hillary Clinton 

x more than 
Market Fund 

$12,500 

e)-. 

Check appropriate box: 
x_ more than $1,000 

more than 

$12,500 


GT Pacific Growth Fund 
San Francisco, CA 
Hillary Clinton 
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Check appropriate box: 

f) x more than $1,000 more than $12,500 

Southern Development Bancorporation* 

Arkadelphia, A R 
Hillary Clinton 

• This listing represents director-qualifying shares of stock in 
Southern Development Bancorporation and is being reported in the 
interest of full disclosure even though the stock has no market 
value. The shares have a par value exceeding $1,000 but no real 
value because they cannot be sold or otherwise transferred to a 
third party. 

Check appropriate box: 

g) more than $1,000 x more than $12,500 

ValuePartners I 
Little Rock, AR 
Hillary Clinton 



Check appropriate box: 




h) 

more than $1,000 

x more 

than 

$12,500 


Rose Building Limited 
Little Rock, AR 
Hillary Clinton 

Partnership 




Check appropriate box: 




i) 

more than $1,000 

x more 

than 

$12,500 


Fidelity US Government Income Fund* 

Boston, MA 

Hillary Clinton and Bill Clinton each have separate 
investments in this fund 

* Investment transferred from Fidelity ST-TRK Government Fund in the 
second half of 1991. 


Check appropriate box: 

j).. x more than $1,000 more than $12,500 

Schwab CEF Tax Exempt Fund 
Little Rock, AR 
Hillary Clinton 
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Check appropriate box: 

k) more than $1,000 x_ more than $12,500 

Rose Law Firm Profit Sharing Plan 
Little Rock, AR 
Hillary Clinton 
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ATTACHMENT C 

Section 5 - Office or Directorship 

List every office or directorship held by you or your spouse in any 
business, corporation, fira or enterprise subject to jurisdiction 
of a regulatory agency of this State, or of any of its political 
subdivisions. 

a) Southern Development Bancorporation 
Arkadelphia, AR 

Board of Directors 
z • Hillary Clinton 

b) Wal-Mart* 

Bentonville, AR 
Board of Directors 
Hillary Clinton 

c) TCBY* 

Little Rock, AR 
Board of Directors 
Hillary Clinton 

d) Arkansas Children's Hospital 
Little Rock, AR 

Board of Directors 
* ' Hillary Clinton 

e) New Futures for Little Rock Youth 
Little Rock, AR 

Board of Directors 
Hillary Clinton 


* As of the date of the filing of this amended and restated 
form, Hillary Clinton no longer serves on the Wal-Mart and 
TCBY boards. 
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SECTION 8 - GIFTS 

List the source, date and description of each gift of more than 
$100 received by you or your spouse. A "gift" is defined as "anv 
payment, entertainment, advance, services or anything of value 
unless consideration of equal or greater value has been given 
therefor.'* 

A gift does not include (1) informational material, (2) the givir.c 
or receiving of food, lodging or travel which bears a relationshi: 
to the public servant's office and when appearing in an official 
capacity, (3) gifts which are not used and returned to the donor 
^rithin 30 days, (4) gifts from a family member, unless the giver 
is acting as agent or intermediary for any person not covered bv 
this paragraph, (5) campaign contributions , (6) any devise or 
inheritance . 


a) Chuck Carroll 
July 1991 
Suit and ties 

b) Lare Gundlack 
May 1991 
purse 

c) Mr. and Mrs. Joe Edd Hawkins 
June 1991 

Donation to WOVEN Teaching Ministries 

d) David Jones 
June 1991 
jacket 

e ) Wayne Woods 
May 1991 
Arkansas books 

f) Liz Robbins 
December 1991 
Porcelain 

g) C. B. and Ann Miller 
December 1991 

Donation to Oklahoma Medical. Research Foundation 

h) Patti and Dick Upton and Sandra Home 
December 1991 

Um and Aroraatique products 

i) Perry Kinder 
December 1991 

Donation to "Operation Santa Claus” 
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j) The Communications Group, Inc. 
December 1991 

Donation to Union Rescue Mission 

k) Dr. Ben and Betty. Sal rman 
December 1991 

Contribution to the Rotary Foundation 

l) Arkansas Farm Bureau 
December 1991 

fruit baskets 

m) Arkansas Electric Co-Op 
December 1991 

fruit baskets 

n) Bill and Lee Humble 
December 1991 

ties 

o) Woody Futrell 
December 1991 
savings bond 

p ) Danny Thomason 
December. 1991 

eyeglasses and contact lenses 

g) Governor's Staff and. Cabinet 
December 1991 
Gift certificate 

r) Oaklawn 
January 1991. 

Box and 3 parking passes to Oaklawn 

s) University of Arkansas, Fayetteville 
August 1991 

6 tickets to home football games 

t) Arkansas State University 
August 1991 

Tickets to home football games 

u) Phil Lader 
Hilton Head, SC 
December 1991 

Lodging: Renaissance Weekend 

Lodging for First Lady 

v) Rockefeller Foundation 
Little Rock, AR 
February 19, 1991 

Transportation; To Los Angeles, CA 
Transportation for First Lady 
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w) Smiley Investment Company 
Little Rock, A R 
February 19, 1991 

Overnight Lodging: Los Angeles, CA 

Lodging for First Lady 


x) Rockefeller Foundation 
Little Rock, AR 
February 20, 1991 

Transportation: Los Angeles, CA to Little Rock, AR 

Transportation for First Lady 


y) Wal-Mart Stores, Inc. 
Eentonville, AR 
February 27, 1991 
Transportation: To Rogers, AR 

Transportation for First Lady 


z) Wal-Mart Stores, Inc. 
Eentonville, AR 
March 6, 1991 

Transportation: To Rogers, AR 

Transportation for First Lady 


aa) Wal-Mart Stores, Inc. 

Bentonville, AR 
March 7, 1991 

Transportation: Rogers, AR to Little Rock, AR 

Transportation for First Lady 


bb) Jim Blair, Central Flying Service Charter 
Little Rock, AR 
April 12, 1991 

' Transportation: To Fayetteville, *AR 

Transportation for First Lady 


cc) Harry & Linda Bloodworth-Thomason 
Burbank, CA 
April 19, 1991 

Transportation: Washington, DC to New York 

Transportation for First Lady 


dd) Harry & Linda Bloodworth-Thomason 
Burbank, CA 
April 20, 1991 

Transportation: New York to Little Rock, AR 

Transportation for First Lady 
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ci) Stephens, Inc. 

Little Hock, AR 
May 20 , ‘1991 

Transportation: To Hot Springs, AR 

Transportation for First Lady 

ff) Aroma tique, Inc. 

Heber Springs, AR 
June 3, 1991 

Transportation & Lodging: New York, NY 

Transportation & Lodging for First Lady 


gg) Wal-Mart Stores, Inc. 

Bentonville, AR 
June 6, 1991 

Transportation: To Bentonville, AR 

Transportation for First Lady 
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Section 9 - Nongovernmenta l Sources of Payment 

Lise each nongovernmental source of payment of your expenses for 
food, lodging or travel which bears a relationship to your office 
when you appear in your official capacity when the expenses 
incurred exceed $150. 


1. Piggott State Hank 
Piggott, AR 
January 2, 1991 

Airplane: Jonesboro, AR for funeral 

2. Spirit Manufacturing Company 
Jonesboro, AR 

January 4, 1991 

Airplane: Hope, AR for funeral 

3 . Harold Ives Trucking Company 
Stuttgart, AR 
February 28, 1991 
Airplane: Paris, AR for funeral 

4. Democratic Leadership Council 
Washington, DC 

March 10, 1991 

i- Transportation & Lodging: Democratic Dinner in Michigan 

5. Democratic Leadership Council 
Washington, DC 

April 8, 1991 

Transportation & Lodging: . New York City, NY for DLC dinner 

6. Richard Smith 
Stephens, AR 
April 10, 1991 

Airplane: Stephens, AR for Economic Development meeting 

7. Democratic Leadership Council 
Washington, DC 

April 11-13, 1991 

Transportation & Lodging: Oregon, Colorado, Wyoming & 

California for DLC meetings 

8 . Education First 
Los Angeles, CA 
April 12-14, 1991 

Lodging: California Education Speech 
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9 . Walton Enterprises 
Bentonville, A R 
April 16 , 1991 

Airplane: Rogers, AR for Economic Development meeting 

10. Harold Ives Trucking Company 
Stuttgart, AR 

April 21, 1991 

Airplane: Eaton Rouge, LA for meeting 

11. Democratic Leadership Council 
Washincton, DC 

~ April 23, 1991 

Transportation & Lodging: Dallas, TX & Ohio for DLC meetings 

12. Flying Star, Inc. 

Little Rock, AR 
April 26, 1991 

Airplane: West Memphis, Pine Eluff & Lake Village, AR for 

meeting & funeral 

13. University of Utah 
Salt Lake City, Utah 
May 3, 1991 

Transportation & Lodging: Speech' for Scott Matheson Institute 

14 . ..Democratic Leadership Council 
Washincton, DC 
May 4-7, 1991 

Transportation &. Lodging: Washington, DC & Ohio for DLC 

meetings 

15. Winrock International 
Morrilton, AR 

May 9, 1991 

Airplane: Petit Jean Mountain for a dedication (was unable tc 

complete trip due to bad weather) 

16. Harvard University 
Cambridge, MA 

May 13, 1991 

Transportation: Cambridge, MA for JTK School of Government 

Forum 

17. Jim Stamps, International' Air, and Charlie Fore 
Russellville, AR 

May 18, 1991 

• Airplane: Eaton Rouce, LA for Louisiana State Democratic 

Convention and to Russellville, AR for ATU Graduation 
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18 . Hytrol Conveyor 
Jonesboro, AR 
June 1, 1991 

Airplane: Jonesboro, AR for hospital dedication & to Waco, TX 

for Speech to LULAC Convention 

19 . Harold Ives Trucking Company 
Stuttgart, AR 

June 4, 1991 

Airplane: Fort Smith, AR for meeting on Fort Chaffee 

20. American Friends of Bilderberg 
New York, NY 

r June 5-6, 1991 

Transportation & Lodging: Germany for Bilderberg Meeting 

21. Entergy Corporation 
New Orleans, LA 
June 12, 1991 

Airplane: Hot Springs & Conway, AR for speeches 

22. Democratic Party of Wisconsin 
Milwaukee , WI 

June 15, 1991 

Transportation & Lodging: Wisconsin for speech to Wisconsin 

Democrats 

23 . Mo car k Productions 
Burbank, California 
June 22, 1991 

Airplane: Aspen, CO to Los Angeles, CA for Coalition for 

Democratic Values 

24. Chrysler Corp. plane leased to Ambassador Bandar bin Sultan 
Washington, DC 

June 23, 1991 

Airplane: Aspen, CO to Little Rock, AR 

25. Chautauqua Institution 
Chautauqua, NY 

June 26-28 

Transportation & Lodging: Chautauqua, NY for speech 

26. Rog Rogers, Jr. 

Batesville, AR 
June 30, 1991 

Airplane: Fort Smith, AR for God & Country Rally 
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27. Democratic Leadership Council 
Washington, DC 

July 12, 1991 

Transportation: Chicago, IL for Democratic Leadership Council 

meetings 

28. Democratic Leadership Council 
Washington, DC 

July 17, 1991 

Transportation: New York, NY for Democratic Leadership 

Council meetings 

29 . . Portland Maine Democratic City Committee donors 
' Foreland, ME 
• July 21, 1991 

Transportation: Portland, ME 

30. Kentucky Democratic Party 
Frankfort, Kentucky 

July 27, 1991 

Transportation & Lodging: Kentucky Democratic Dinner 

31. American Association of School Administrators 
Arlington, VA 

July 30, 1991 

Transportation & Lodging: For speech 

3 2. y Democratic Leadership Council 

Washington, DC 

July 30 -August 1, 1991 

Transportation: California for Democratic Leadership Council 

meetings 

33. Democratic National Committee 
Washington, DC 

August’l, 1991 

Transportation & Misc. Travel Expenses: Peeble Beach, CA to 

San Francisco, CA for Democratic Business Council meeting 

34. Democratic Leadership Council 
Washington, DC 

Augus t ’ 4 - 5 , 1991 

Transportation & Lodging: Boston, MA & New Hampshire for 

Democratic Leadership Council meetings 

35. Mississippi Democratic Party 
Jackson, MS 

August 10, 1991 

Airplane: Jackson, MS for Mississippi Democratic Party dinner 
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36. Stephens, Inc. 

Little RocJc, AR 
August 12, 1991 

Airplane: Atlanta, GA for American Bar Association speech 

37. Stephens, Inc. 

Little RocJc, AR 
August 14, 1991 

Airplane: Birmingham, AL for Southern Christian Leadership 

Conference 

38. Wal-Mart Aviation 
Bentonville, AR 

r September S, 1991 

Airplane: Regers, AR for reception 

39. Illinois Democratic Party 
Chicago , IL 

September 7, 1991 

Airplane: Carhondale, IL for Illinois Democratic dinner 

40. Georgia Association of State Democratic Chairmen 
Atlanta, GA 

September 14, 1991 

Transportation: Richard B. Russell Dinner 

41. Stanford Alumni Association 
Stanford, CA 

September 30, 1991 

Transportation & Lodging: Stanford Centennial speech 

In addition, transportation and lodging has been provided by the 
Bill Clinton Exploratory Committee and’ by the Bill Clinton 
Presidential Campaign Committee. 
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HEADLINE: Short-seller boosted first lady's portfolio 
BYLINE : Dan Dorfman 
DATELINE: NEW YORK 
BODY: 

If Hillary Rodham Clinton has a few more bucks than in the late '80s, she 
owes a thank you to David Hines, a Southerner who has a keen, consistent eye for 
spotting overpriced stocks. 

Hines, whose name has not surfaced before as a money maker for Clinton, 
helped manage part of her assets in the late '80s and very early '90s. Some proa 
tell me that thanks largely to his prowess as a short-seller - a bettor on lower 
stock prices - she turned in some sparkling gains, especially in '89 and '90. 

At that time, Hines was a key portfolio manager at a Little Rock investment 
-m. In fact, the intense, fast -talking Hines' name was on the door: 

. xth-Hines Investment Management (now Smith Capital Management) . Clinton had 
put $ 50,000 to $ 100,000 in Value Partners, a partnership run by the firm. 

Her assets swelled as Hines helped rack up hefty gains for Value Partners - 
37% in '89 and 46% in '91. Among the winning short sales that helped spark such 
increases, according to Hines: USG, Shorewood Packaging, Software Publishing, 
Southeast Baulking and KnowledgeWare . 

Rowland Smith, vice president of Smith Capital Management, confirms Hines 
made a major contribution. "He was very instrumental in those '89 and '90 gains. 
He's an impressive, knowledgeable guy and especially good at selling short." 

Hines, 36, left Smith-Hines in September '91 to start Hines Management. 
Located in Conway, Ark., 35 miles from Little Rock, it has $ 15 million of 
assets. Its focus is short selling, though it also buys stocks. 

The Clintons' investments were disclosed a month ago in federal filings. At 
no point did the first lady help pick stocks Value Partners bought or sold short 
or discuss them with the firm. Her holdings have been placed in a blind trust to 
avoid questions concerning her financial dealings. Hines doesn't manage any of 
her assets now. 

Hines, who chatted with Clinton on several occasions when her husband was 
governor of Arkansas, describes her as "astute, businesslike and a real sharp 
-—'Okie. I'd also say she's well qualified to be president." 

Did he vote for Bill? Hines is quick to say: "I won't answer that." 
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Ae a short-seller - a risky strategy - Hines trailed the market in ' 92 , 

iting a 3.5% gain vs. a 7.6% total return for the SAP 500 index. But he beat 
w~e average short-seller (down 4%). This year, he's running rings around both 
with a gain of more than 30%. The SiP 500 this year is up less than 4%, 
including dividends, and the average short this year is about flat. 

Among his big '93 hits on the short side: Eagle Hardware, MTC Electronic, 
VideOcart, Immune Response, McAfee Associates and KnowledgeWare . 

Where will the market be in six months? No answer. "I don't try to guess 
where the market will go; I try to guess where stocks will go." Still, he's not 
excited about buying stocks. "We're late in the bull market," he says. His 
reasoning : 

- Rich stock valuations, as measured by fundamental values (such as 
price-earnings multiples, book values and dividend yields) . 

- Big public buying of stock mutual funds, a contrary indicator. 

- A continuing high level of company stock offerings, which generally 
coincides with market tops. 

Hines tracks 200 stocks daily, mostly on NASDAQ. In short selling, he won't 
make a bet until he sees an event taking place within three months - some sort 
of news that'll knock the stock price down. That would include an unfavorable 
earnings announcement, news of a product delay or a disclosure from a rival that 

ild signal more competition. 

■To short without an event is insanity," he says. "A company that has poor 
fundamentals can double or triple before you're proved right." 

That's not as easy as it sounds. Earlier this year Hines rolled craps when he 
sold short some riverboat -gambling stocks. The event he looked for: that 
investors would recognize the low quality of earnings because of such practices 
as capitalizing expenses and low-balling estimated tax liabilities. But it never 
happened. Mania for the group is such that no one cared. "I shorted too soon and 
it cost me , " he says . 

A big reservoir of information for Hines is quarterly corporate filings with 
the Securities and Exchange Commission in connection with their earnings 
reports. "I try to get them first or as early as I can to see if there are any 
problems," he says. 

One top short - see charts for favorite shorts and buys - is Jan Bell 
Marketing. Until recently it was a jewelry distributor that got 60% of its 
revenue from Sam's Wholesale Clubs (owned by Wal-Mart) and 20% from Pace 
Warehouse. But no more. 

Jan Bell has announced it's switching from being a distributor at Sam's to 
operating leased jewelry departments at the chain. As part of the shift, Jan 
Bell will buy more than $ 77 million worth of its inventory from Sam's and hire 
1 200 more workers. 


Troubling Hines is that he sees profit margins will not be as large as in the 
past. In fact, the company said just that in a recent quarterly filing with 
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the SEC. What's more, now that it's more of a retailer than a. distributor, Hines 
\nta out that Jan Bell will incur inventory risk. In the past, the goods it 
.dipped to Sam's were counted as revenue. 

Hines a aye it' a unclear how Jan Bell will fund a $ 77 million merchandise 
buyback. It could do a atock offering or take some other action that could 
dilute per- share eaminga, he says. He also feela its conversion from chiefly a 
distributor to a retailer could be much more coatly than Wall Street expects. 

"This jewelry company ia no gem," Hinea says. 

What 'a Jan Bell got to say? I left several messages for CEO Alan Lipton, but 
he never called back. The public -relations department also failed to respond to 
several calls. 


Hines' top buy, though not hia biggest projected winner, ia Marcum Natural 
Gas. It makes state-of-the-art dispensing and control equipment for alternative 
fuels, such aa natural gas. Though a money- loser now, it should be a major 
beneficiary of a big swing to natural gas, Hinea says. 

How does he relax? "I work; I love it!" Hinea, father of three, then caught 
himself, aaying he also coaches a Little League baseball team that's playing 
leaa than .500 ball. "It's a rebuilding process," he saya. "I'm going to turn it 
around - just like I did with my firm. • 

Hines' top shorts 

Money manager David Hines lists his favorite short sales and stock buys for 
the next 12 months: 



Thura. 

52 -week 

12-mo. 

Pet. 

Company 

close 

high/low 


target 

change 

Hondo Oil & Gas 

$ 8 7/8 

12 7/8 / 5 

5/8 

$ 1 

-89% 

Tristar 

$ 6 5/8 

13/4 

3/8 

$ 1 

-85% 

Columbia Gas System 

$ 24 5/8 

25 3/4 / 15 

1/8 

$ 7 

-72% 

Alaska Air Group 

$ 15 1/8 

20 3/4 / 14 

3/4 

5 5 

-67% 

Jan Bell Marketing 

$ 14 1/2 

23 / 12 

1/2 

$ 5 

-66% 

SciClone Pharmac. 

$ 14 

21 1/2 / 7 

1/2 

$ 5 

-64% 

Interactive Network 

$ 10 1/2 

15 1/8 / 3 

1/4 

$ 5 

-52% 

MTC Electronic Tech. 

$ 9 7/8 

30/4 

7/8 

$ 5 

-49% 

Source: Hinea Management 





. . .and his top buys 







Thur. 

52 -week 


12-mo. 

Pet. 

Company 

close 

high/ low 


target 

change 

Interactive Medical 

$ 2 1/2 

3 5/16 / 2 


$ 12 

4-380% 

Home Shopping Network 

5 10 1/2 

10 1/8 / 4 

1/8 

$ 20 

4-90% 

Pizza Inn 

$ 2 3/4 

31/4/: 

Ll/16 

$ 5 

+ 82% 

Marcum Natural Gas 

$ 8 5/8 

10 7/8 / 2 

1/8 

$ is 

+74% 


Source : Hines Management 

J>HIC: PHOTO, b/w, Joe Tabacca, AP; PHOTO, b/w, Ted Mathias, AP 
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BYLINE: WILLIAM S AFIRE; Staff 
BODY: 

IN the weeks before Vincent Foster's death, he was working on 
overcoming ethical concerns about one of Hillary Rodham Clinton's 
assets by putting the Clintons' financial holdings into a blind 
trust . 

The guilt-ridden deputy counsel may have mishandled a 
potential conflict of interest in Value Partners, an investment 
group in which Hillary Clinton held nearly 1 percent; her estimated 
share is $ 100,000. 

The partnership was about 14 percent invested in health-care 
stocks at last year's end; it had ""short'' positions in companies 
ke Health Pro, Cryomedical Sciences and Bioplasty, betting their 
i.ces would drop. The partnership manager, William Smith, tells me 
he spoke to Foster ""three or four times'' this year. 

Hillary Clinton's public pronouncements about health and her 
hints at the need for particular price controls had a predictable 
effect on stocks in that field. Foster assured her she had no 
conflict-of-interest problems because she was not a government 
employee . 

Then came the lawsuit demanding she open health-reform 
meetings to the public. The Federal Advisory Commission Act says 
that such meetings can be closed if attended only by ""full-time 
officers and employees'' of government. White House counsel won the 
case by claiming Clinton was indeed a federal official for purposes 
of that act. 

But appellate Judge Laurence Silberman put a pregnant 
footnote in his June 22 opinion: ""We do not need to consider 
whether Mrs. Clinton's presence on the Task Force violates any 
conflict-of-interest statutes. ' ' 

Had Foster's victory in court subjected the first lady to a 
Justice Department investigation based on the Criminal Code's 
section 202? 

Faxed about this. Counsel Bernard Nussbaum faxes back: ""The 
decision did not purport to affect the question whether the first 
lady is an officer or employee for any other purposes, including 
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aoplication of the conflict of interest laws. ' ' 

About the propriety of these holdings: ""She had no role 
whatsoever in the investment decisions of the fund. Its holdings 
included some assets that are health-related, but the total of 
these assets is a minor portion of the fund's entire portfolio -- 
to our knowledge, less than 10 percent. Foster was aware of these 
facts. The matter was not discussed with the Office of Legal 
Counsel . ' ' 
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Reasonable ethicists will grant that Hillary Clinton's 
health-related holdings are, as Nussbaum writes, ""clearly 
insubstantial, because they are both a small amount of money and an 
insignificant part of the Clintons' total assets. ' ' Nobody suggests 
she was out to make a buck on short sales of medical stocks. 


But what may well have contributed to Foster' s gloom was the 
need to protect the first lady from the consequences of his FACA 
victory with legal legerdemain. His solution was to put this active 
official outside the reach of the law. 


Section 203 specifically exempts the president and the vice 
president from the conflict-of-interest law. Adds the redoubtable, 
likable Nussbaum: ""It is the view of the White House counsel, 
consistent with the views of prior administrations, that the first 
lady, like the president, is not covered by the conflict of 
terest statutes and regulations. '' 

at ' s the Foster-Nussbaum doctrine, not the law. The 
non-coverage of this most govemmentally energetic first lady was 
not sanctioned by Congress, not approved by the courts, not even 
reviewed by the Justice Department. 

Justice's much- ignored Office of Legal Counsel, once led by 
such luminaries as Chief Justice William Rehnquist and Justice 
Antonin Scalia, was again bypassed by the White House. (The de 
facto boss at Justice, Hillary's former law partner, Webster 
Hubbell, even took over the poor guy's office space.) Nussbaum says 
that President Reagan's Office of Legal Counsel ""opined that the 
first lady was not subject to these laws'' -- as if Nancy Reagan 
ever claimed to be a government official for any purpose. 

The blind trust finalized three days after Foster's death 
does not clean up a half-year's dealings of an asset that a lawyer 
sensitive to the appearance of conflict should have ordered 
divested on Inauguration Day. 

What must have added to Foster's mental burdens? Not the 
money made by Hillary Clinton's $ 14,000 piece of health stocks; 
that's chicken feed. It was the trap set for her by her own 
counsel: She must seek to join the president and vice president as 
the only full-time government officials exempt from the 
'"inflict -of -interest law. 
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April 30, 1993, Argued 


June 22, 1993, Decided 


PRIOR HISTORY: [**1] Appeals from the United States 
District Court for the District of Columbia (93cv0399). 

COUNSEL: Mark B. Stem, Attorney, U.S. Department 
of Justice, argued the cause for appellants/cross- 
appellees Hillary Rodham Clinton, et al. With him 
on the briefs were J. Ramsey Johnson, United States 
Attorney, Stuart E. Schiffer, Acting Assistant Attorney 
General, Robert E. Kopp, Patricia A. Millett, and 
Malcolm L. Stewart, Attorneys, U.S. Department of 
Justice. Stuart M. Gerson, Attorney, U.S. Department 
of Justice, entered an appearance for appellants/cross- 
appellees. 

Kent Masterson Brown argued the cause for 
appellees/cross-appellants Association of American 
Physicians and Surgeons, Inc., et al. With him on the 
briefs were Frank M. Northam and Alan P. Dye. 

Steven R. Ross, General Counsel, and Charles Ticfer, 
Deputy General Counsel, Office of General Counsel, 
United States House of Representatives, filed the brief 
for amicus curiae Speaker and Bipartisan Leadership 
Group. 

Ronald A. Zumbrun, Anthony T. Caso, and Robin L. 
Rivett filed the brief for amici curiae Pacific Legal 
Foundation and the National Taxpayers Union. 

Jane E. Kirtley, [**21 J. Laurent Scharff, James E. 
Grossberg, Richard M. Schmidt, Jr., Allan R. Adler, 
Bruce W. Sanford, Henry S. Hoberman, and Whitney 
M. Adams filed the brief for amici curiae Reporters 
Committee for Freedom of the Press, et al. 

Joseph Gregory Sidak filed the brief for amicus curiae 


J. Gregory Sidak. 

Samuel B. Wallace, IV, filed the brief for amicus curiae 
Samuel B. Wallace, IV. 

JUDGES: Before: Silberman, Buckley, and Williams, 
Circuit Judges. Opinion for the Court filed by Circuit 
Judge Silberman. Opinion concurring in the judgment 
filed by Circuit Judge Buckley. 

OPINIONBY: SILBERMAN 

OPINION: [*900] Silberman, Circuit Judge: This 
expedited appeal presents the question whether the 
President's Task Force on National Health Care Reform 
("Task Force") and its working group are advisory com- 
mittees for purposes of the Federal Advisory Committee 
Act ("FACA"). If they are, we are asked to de- 
cide whether FACA unconstitutionally encroaches on the 
President's Article II executive powers. We hold that the 
Task Force is not an advisory group subject to FACA, 
but remand to the district court for further proceedings 
to determine the status of the working group. 

I. 

On January 25, 1993, President Clinton [**3] es- 
tablished the President's Task Force on National Health 
Care Reform. The President named his wife, Hillary 
Rodham Clinton, as the chairman of the Task Force, 
and appointed as its other members the Secretaries of 
the Treasury, Defense, Veterans Affairs, Health and 
Human Services, Labor, and Commerce Departments, 
the Director of the Office of Management and Budget, 
the chairman of the Council of Economic Advisers, 
[*901] and three White House advisers. President 
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Clinton charged this body with the task of ‘listening 
to all parties' and then 'preparing health care reform 
legislation to be submitted to Congress within 100 days 
of our taking office.' 29 Weekly Comp. Pres. Doc. 96 
(Feb. 1. 1993). 

On the same day, the President also announced 
the formation of an interdepartmental working group. 
According to the government, the working group was 
responsible for gathering information and developing 
various options on health care reform. It was composed 
of three types of members: (i) approximately 300 per- 
manent federal government employees drawn from the 
Executive Office of the President, the federal agencies, 
and Congress; (ii) about 40 'special government em- 
ployees' hired by the agencies and the [**4] Executive 
Office of the President for a limited duration; and (iii) 
an unknown number of 'consultants' who, it is asserted, 
'attend working group meetings on an intermittent ba- 
sis.' Ira Magaziner, the senior adviser to the President 
for Policy Development, headed the working group and 
was the only member of the Task Force who attended 
the group’s meetings. 

According to the government, the working group had 
no contact with the President. In addition to gathering 
information, the working group developed alternative 
health care policies for use by the Task Force. But only 
the Thsk Force, it was contemplated, would directly ad- 
vise and present recommendations to the President. On 
March 29, 1993, the Task Force held one public hear- 
ing where interested parties could present comments on 
health care reform. See 58 FR 16,264 (1993). However, 
the Thsk Force met behind closed doors at least 20 times 
in April and May to 'formulate' and ’deliberate’ on its 
advice to the President. As the government publicly has 
announced, in those meetings 'the Task Force reviewed 
materials it received from the interdepartmental work- 
ing group; formulated proposals and options [••51 for 
health care reform; and presented those proposals and 
options to the President.’ Statement of the White House 
Press Secretary (June 4, 1993). In accordance with its 
charter, the Thsk Force then terminated its operations 
on May 30. nl All of the working group's meetings 
remained closed to the public. 


nl The Thsk Force’s ’termination’ does not ren- 
der this case moot. As both parties, in anticipation 
of this event, agreed before oral argument, this case 
still presents a live controversy concerning the avail- 
ability ofThsk Force and working group documents, 
which the appellees sought below pursuant to FACA. 


Appellees are the Association of American Physicians 
and Surgeons, which represents physicians; the 
American Council for Health Care Reform, which rep- 
resents health care consumers; and the National Legal 
Sc Policy Center, which seeks to promote ethics in gov- 
ernment. They sought access to the Task Force's meet- 
ings under the Federal Advisory Committee Act. Pub. 
L. No. 92-463, 86 Stat. 770 (1972) (reproduced at 5 
U.S.C. App. 1 1**6] (1988)). Their efforts were re- 
buffed by the Counsel to the President, who informed 
them that the Thsk Force was not an advisory committee 
subject to FACA. 

Appellees thereupon brought suit against the Task 
Force in district court. They claimed that the Task Force 
was a FACA committee because it was chaired by Mrs. 
Clinton, a private citizen, and that the Task Force had 
violated FACA by failing to file an advisory commit- 
tee charter. They further asserted that FACA permitted 
them to attend all of the meetings of the Task Force and 
of any of its subgroups. Appellees sought a temporary 
restraining order and a preliminary injunction halting 
the operation of the Thsk Force until it complied with 
FACA and allowed the public to attend its meetings. The 
government responded that the Task Force was exempt 
from FACA because all of its members-including Mrs. 
Clinton-were government officers and employees. The 
government alternatively challenged any application of 
FACA to the Task Force as an unconstitutional infringe- 
ment on the President's executive power. 

In a memorandum opinion issued on March 10, 1993, 
the district court granted in part appellees’ motion for 
a preliminary injunction. The [**7] court determined 
that appellees had a substantial likelihood of success on 
the merits. Mrs. Clinton, the court held, was not an 
officer or employee of the federal government merely by 
virtue of her status as ’First Lady.’ Therefore, the Task 
Force (*902] could not qualify for an exemption from 
FACA as an advisory group composed solely of ’full- 
time officers or employees’ of the government. See 
Association of Am. Physicians Sc Surgeons v. Hillary 
Rodham Clinton, Civil Action No. 93-0399, Mem. Op. 
at 16-17 (D.D.C March 10, 1993) ('Mem. Op.'); see 
also 5 U.S.C . App. 1 § 3(2)(iii). The court, however, 
agreed with the government that FACA encroached on the 
President's constitutional authority to receive confiden- 
tial advice for the purpose of recommending legislation. 
But the court thought that executive prerogatives were 
implicated only when the Tksk Force was advising the 
President, not when it engaged in information-gathering. 
The district court accordingly granted a preliminary in- 
junction requiring the Thsk Force to meet all the require- 
ments of FACA except when it met to formulate advice 
or recommendations for the President. 
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As to the working group, [**8] the district court 
concluded that appellees had failed to state a claim un- 
der Fed. R. Civ. P. 12(b)(6) that the subordinate body 
was covered by FACA. Relying on National Anti-Hunger 
Coalition v. Executive Committee, 557 F. Supp. 524 
(D.D.C), aff d, 229 U.S. App. D.C. 143, 711 F.2d 1071 
(D.C. Cir. 1983), the court held that the working group 
was not an advisory committee because it was engaged 
in fact-gathering and did not provide advice directly to 
the President. The court denied appellees motion for 
expedited discovery concerning the actions and status 
of the working group, but nevertheless determined that 
there were no issues of material fact and that it could 
have dismissed on summary judgment grounds as well. 
Mem. Op. at 15 n.ll. 

The government filed this appeal on March 22, 1993. 
Appellees subsequently filed a cross-appeal. We have 
jurisdiction to review a grant of a preliminary injunc- 
tion under 28 U.S.C. § 7292(a), and we expedited the 
appeal due to the short time frame within which the Task 
Force and the working group operated. 

n. 

The government, as appellant and cross-appellee, and 
the plaintiffs [**9] below, as appellees and cross- 
appellants, together challenge much of the district 
court's ruling. The government takes issue primarily 
with the court's determination that Mrs. Clinton is not 
an "officer or employee" for purposes of section 3(2) 
of FACA. It is claimed that as the "First Lady," Mrs. 
Clinton is the functional equivalent of a government offi- 
cer or employee, that the Task Force, therefore, is com- 
posed solely of full-time government officials-indeed 
officers drawn from among the President's closest of- 
ficial advisers-and that thus the Task Force is exempt 
from FACA. In the alternative, the government reiterates 
its claim that FACA cannot be applied constitutionally to 
the Task Force. We are urged, in that regard, to discard 
the distinction drawn by the district court between the 
information-gathering function of the Ihsk Force and its 
role in advising the President. As would be expected, 
the government is content with the district court's ruling 
concerning the status of the working group, and it argues 
that the district court's dismissal of appellees' claim is 
an unappealable interlocutory order. 

Appellees, on the other hand, support the district 
court's determination [**10] that FACA coven the Task 
Force because Mrs. Clinton is not an officer or em- 
ployee of the federal government. However, they chal- 
lenge the court's ruling as to the status of the working 
group, which they contend is also covered by FACA. 
They further maintain that applying FACA to either body 


raises no serious constitutional issues, and, in any event, 
that the district court prematurely decided the consti- 
tutional issue. Appellees also contend that the court 
should have permitted discovery, which would have 
shown more clearly the FACA status of both groups, 
and that a straightforward application of FACA’s pro- 
cedural requirements would not curtail the President’s 
constitutional powers. 

We first consider the status of the Task Force and then 
turn to the working group issues. 

in. 

Congress passed FACA in 1972 to control the growth 
and operation of the "numerous committees, boards, 
commissions, councils, [*903] and similar groups 
which have been established to advise officers and agen- 
cies in the executive branch of the Federal Government. " 
5 U.S.C. App. 1, § 2(a). As Congress put it, FACA's 
purpose was: to eliminate unnecessary advisory commit- 
tees; to limit the [**11] formation of new committees 
to the minimum number necessary; to keep the func- 
tion of the committees advisory in nature; to hold the 
committees to uniform standards and procedures; and to 
keep Congress and the public informed of their activities. 
See id. § 2(b)(l)-(6). The statute orders agency heads 
to promulgate guidelines and regulations to govern the 
administration and operations of advisory committees. 
See id. § 8. 

FACA places a number of restrictions on the advisory 
committees themselves. Before it can meet or take any 
action, a committee first must file a detailed charter, 
sec id. § 9(c). The committee must give advance no- 
tice in the Federal Register of any meetings, see id. § 
10(a)(2); and it must hold all meetings in public, see 
id. § 10(a)(1). Under section 10, the committee must 
keep detailed minutes of each meeting, see id. § 10(c), 
and make the records available-along with any reports, 
records, or other documents used by the committee-to 
the public, provided they do not fall within the exemp- 
tions of the Freedom of Information Act (FOIA), see 
id. § 10(b). Under section 5, an advisory commit- 
tee established by the President or by legislation [**12] 
must be "fairly balanced in terms of the points of view 
represented," id. § 5(b)(2). n2 The Act also requires 
that precautions be taken to ensure that the advice and 
recommendations of the committee "will not be inap- 
propriately influenced by the appointing authority or by 
any special interest." Id. § 5(b)(3). 

n2 FACA's "balanced viewpoint" requirement may 
not be justiciable, however, because it does not pro- 
vide a standard that is susceptible of judicial appli- 
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cation. See Public Citizen v. National Advisory 
Comm., 885 E2d 419 , 426 (D.C. Cir. 1989 ) 

(Silberman, J., concurring). 

The Act’s definition of an 'advisory' committee is 
apparently rather sweeping. Section 3 states: 

The term ‘advisory committee' means any committee, 
board, commission, council, conference, panel, task 
force, or other similar group, or any subcommittee or 
other subgroup thereof (hereinafter in this paragraph 
referred to as ‘committee"), which is ... (B) estab- 
lished or utilized by the President ... in [**13] the 
interest of obtaining advice or recommendations for the 
President or one or more agencies or officers of the 
Federal Government. 

Id. § 3(2). The government does not contend that the 
Thsk Force was not ‘established" or 'utilized' by the 
President in the interest of obtaining advice or recom- 
mendations. FACA’s definition contains one important 
proviso, however. Section 3(2)(iii) exempts ’any com- 
mittee which is composed wholly of full-time officers or 
employees of the Federal Government.' And, according 
to the government, the Task Force was not only wholly 
composed of government officers, it was actually (like 
the Task Force we encountered in Meyer v. Bush, 299 
U.S. App. D.C. 86. 981 Eld 1288 (D.C. Cir. 1993)) 
a partial, yet somewhat augmented, cabinet grouping. 
Thus, subjecting the Task Force to FACA would fall out- 
side Congress’ purpose of regulating the growth and use 
of committees composed of outsiders called in to advise 
government officials. Appellees would have no quar- 
rel with the government’s characterization of the Task 
Force, except for the description of its chairman, Mrs. 
Clinton. Appellees contend that she is not an officer or 
employee of the federal government [**14] despite her 
traditional and ceremonial status as ‘First Lady.* This 
is not just a technicality according to appellees; she is 
statutorily barred from appointment as an officer because 
of the Anti-Nepotism Act. See 5 U.S.C. 5 31 10(b). 

The district court, finding no definition of offtcer or 
employee of the federal government in FACA itself, quite 
reasonably turned to Title 5 of the U.S. Code to find a 
definition. See 5 U.S.C. §§ 2104 & 2105. An officer 
or employee according to those sections must be: (i) 
appointed to the civil service; (ii) engaged in the perfor- 
mance of a federal function; and (iii) subject to super- 
vision by a higher elected or appointed official. As the 
district court held, and as appellees correctly point out. 
Mrs. Clinton has not been appointed to the civil ser- 
vice. Reading these definitions [*904] in pari materia 
with FACA would seem to suggest that the Thsk Force is 


not exempt. 

Nevertheless, it is true, as the government insists, that 
Congress did not adopt explicitly all of Title 5’s defini- 
tions in FACA. FACA is not part of Title 5, which was 
enacted six years before FACA’s passage, [**15] see 
Pub. L. No. 89-554, 80 Stat. 378 (1966), but, in- 
stead is only temporarily housed there as an appendix. 
Typically, when Congress wishes to add a statute to Title 
5, it amends the Title. See, e.g.. Government in the 
Sunshine Act, § 3(a), Pub. L. No. 92^409, 90 Stat. 
1241 (1976); Privacy Act of 1974, Pub. L. No. 93- 
579, 88 Stat. 1896 (1974). It did not do so when it 
passed FACA, but at that time it specifically did adopt 
certain Title 5 definitions. For example, adjacent to the 
definition of an advisory committee is FACA’s definition 
of an agency, which incorporates the definition in Title 
5: ' 'agency* has the same meaning as in section 551(1) 
of title 5, United States Code.' 5 U.S.C. App. 1, § 3(3). 
But Congress actually deleted from the Senate version 
of FACA definitions of 'officer' and 'employee' that 
paralleled those of sections 2104 and 2105. See H.R. 
Rep. No. 1403, 92d Cong., 2d Sess. (1972), reprinted 
in 1972 U.S. Code Cong. & Admin. News 3508, 3509. 
And the Code contains another definition of a federal of- 
ficer which tends to support the government’s position. 
Title I provides that a federal officer ‘includes any per- 
son authorized [**16] by law to perform the duties of 
the office.' 1 U.S.C. § 1. That definition could cover a 
situation in which Congress authorizes someone who is 
not formally an officer (such as the President's spouse) 
to perform federal duties. Even if, as our concurring 
colleague argues, Mrs. Clinton does not occupy an 'of- 
fice' specifically created by Congress, she could still be 
regarded as an 'employee.' 

The government would have us conclude that the tradi- 
tional, if informal, status and 'duties' of the President's 
wife as 'First Lady' gives her de facto officer or em- 
ployee status. The government invokes what it de- 
scribes as "a longstanding tradition of public service" by 
First Ladies-including, we are told, Sarah Polk, Edith 
Wilson, Eleanor Roosevelt, Rosalynn Carter, and Nancy 
Reagan-who have acted (albeit in the background) as 
advisers and personal representatives of their husbands. 
We are not confident that this traditional perception of 
the President’s wife, as a virtual extension of her hus- 
band, is widely held today. As this very case suggests, 
it may not even be a fair portrayal of Mrs. Clinton, 
who certainly is performing more openly than is typical 
[**17] of a First Lady. Indeed, in the future we may see 
a male presidential spouse, which could make the term 
’First Lady' anachronistic. 

More persuasive, however, is the government’s ar- 
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guraent that Congress itself has recognized that the 
President's spouse acts as the functional equivalent of an 
assistant to the President. The legislative authorization 
to the President to pay his White House aides includes 
the following provision: 

Assistance and services authorized pursuant to this sec- 
tion to the President are authorized to be provided to 
the spouse of the President in connection with assis- 
tance provided by such spouse to the President in the 
discharge of the President’s duties and responsibilities. 
If the President does not have a spouse, such assistance 
and services may be provided for such purposes to a 
member of the President's family whom the President 
designates. 

3 U.S.C. § 105(c) (emphasis added). Of course, even 
without section 105(e), the President presumably could 
draw upon his spouse for assistance. The statute’s im- 
portance, rather, lies in its assistance in helping us in- 
terpret the ambiguous terms of FACA in pari materia. 
[**18] 

It may well be, as appellees argue, that many in 
Congress had in mind "ceremonial duties," but we do 
not think the presidency can be so easily divided be- 
tween its substantive political and ceremonial functions. 
In any event, section 105(e) neither limits the particu- 
lar kind of "assistance" rendered to the President, nor 
circumscribes the types of presidential duties and respon- 
sibilities that are to be aided. We see no reason why a 
President could not use his or her spouse to carry out a 
task that the President might delegate to one of his White 
House aides. It is reasonable, therefore, to construe sec- 
tion [*905] 105(e) as treating the presidential spouse 
as a de facto officer or employee. Otherwise, if the 
President's spouse routinely attended, and participated 
in, cabinet meetings, he or she would convert an all- 
government group, established or used by the President, 
into a FACA advisory committee. 

Pursuant to this section, moreover, the President's 
spouse is supported by a substantial staff who are un- 
deniably full-time government officers or employees. 
Therefore, the President could have-as the government 
points out— easily designated Mrs. Clinton's chief of 
staff as a member of the [**19] Task Force, perhaps 
even as the chairman, who would then be expected to 
report to Mrs. Clinton. It would seem quite anomalous 
to conclude that FACA would apply if the President's 
spouse were a member of the committee, but not if her 
chief of staff were the actual member. 

The President's implicit authority to enlist his spouse 
in aid of the discharge of his federal duties also un- 


dermines appellees' claim that treating the President's 
spouse as an officer or employee would violate the 
anti-nepotism provisions of 5 U.S.C. § 3110. That 
section prohibits any "public official" from appoint- 
ing or employing a relative, such as a spouse, "in the 
agency in which he is serving or over which he exer- 
cises jurisdiction or control." Id. 5 31 10(b). Although 
section31 10(a)(1)(B) defines agency as "an executive 
agency," we doubt that Congress intended to include the 
White House or the Executive Office of the President. 
Cf. Franklin v. Massachusetts, 120 L. Ed. 2d 636, 
112 S. O. 2767, 2775 (1992) (holding that President b 
not "agency" for purposes of Administrative Procedure 
Act); Meyer. 981 F.2d at 1298 (President's [**20] advis- 
ers are not "agency" under FOLA); Armstrong v. Bush. 
288 U.S. App . D.C. 38, 924 F.2d 282, 289 (D.C. Cir. 
1991) (President not APA "agency"). So, for exam- 
ple, a President would be barred from appointing his 
brother as Attorney General, but perhaps not as a White 
House special assistant. Be that as it may, it b not rea- 
sonable to interpret that provbion to bring it into con- 
flict with Congress' recognition of (and apparent autho- 
rization for) the President’s delegation of duties to hb 
spouse. The anti-nepotism statute, moreover, may well 
bar appointment only to paid positions in government. 
See 5 U.S.C. § 3110(c). Thus, even if it would pre- 
vent the President from putting his spouse on the federal 
payroll, it does not preclude his spouse from aiding the 
President in the performance of his duties. 

In sum, the government musters a strong argument in 
support of its interpretation of "full-time officer or em- 
ployee" under FACA as including the President's spouse- 
-whether or not a "First Lady." But it b by no means 
overwhelming. Indeed, the government b uncomfort- 
able at having to choose whether Mrs. Clinton should 
be thought of as an officer [**21] or employee. The 
government's discomfort b quite understandable. Mrs. 
Clinton has not in any sense been appointed or elected to 
office, and, assuming she b an officer under Title 1, due 
to the duties delegated to her under 3 U.S.C. § 105(c ) , 
how, one might ask, could she be removed? All offi- 
cers and employees of the United States, except the Vice 
President, can be removed, at least for cause, through 
the ultimate authority of the President. We suppose the 
President could withdraw any or all authority delegated 
to hb spouse, but then he would be left without the 
official assistance of any family member. The very pro- 
vision authorizing the delegation to the spouse provides 
for a delegation to another member of the President’s 
family only "if the President does not have a spouse." 3 
U.S.C. § 105(c) (emphasis added). That language seems 
to present the President with rather extreme alternatives. 

What is more, section 105(e) would seem to apply 


377 


997 F.2d 898, *905; 1993 U.S. App. LEXIS 14831. **21; 
21 Media L. Rep. 1705; 302 U.S. App. D.C 208 


Page 64 
LEXSEE 


whether or not the President’s spouse held another job 
that an officer or employee of the government could 
not possibly hold. Suppose, for instance, that the 
President’s [**22] spouse was counsel to a major law 
firm and spent a good portion of his or her time prac- 
ticing law. Presumably, the spouse would still be autho- 
rized to provide assistance to the President under sec- 
tion 105(e) and would, thereby, also be an officer or 
employee of the government. The government suggests 
that this hypothetical does not create a problem under 
FACA, because a spouse in that situation, whether or 
not an (*906] officer or employee, would not be full- 
time and so would not qualify for the exemption. But 
that answer may be too facile. How would we deter- 
mine how much or what kind of outside activity was 
inconsistent with full-time status? 

Suffice it to say that the question whether Mrs. 
Clinton’s membership on the Ihsk Force triggers FACA 
is not an easy one. n3 The government argues, there- 
fore, that we should construe the statute not to apply 
here, because otherwise we would face a serious con- 
stitutional issue. The Supreme Court has noted man y 
times that 'where an otherwise acceptable construction 
of a statute would raise serious constitutional problems, 
the Court will construe the statute to avoid such problems 
unless such construction is plainly contrary to the intent 
of Congress.' [**23] Public Citizen v. Department of 
Justice. 491 U.S . 440, 466. 105 L. Ed. 2d 377. 109 S. 
Ct. 2558 (1989) (quoting Edward J. DeBartolo Corp. 
v. Florida Gulf Coast Building <fc Construction Trades 
Council, 485 U.S. 568, 575 (1988)). Only a few yean 
ago the Court employed that very maxim of statutory 
construction to avoid applying FACA to the ABA com- 
mittee that advised the Attorney General on the quali- 
fications of prospective federal judicial nominees. See 
id. The government there argued that applying FACA 
would impair the effectiveness of the committee's delib- 
erations (by exposing them to public examination), and 
thus would interfere with the advice that the committee 
provided to the Attorney General and ultimately, it was 
assumed, to the President. Such interference would en- 
croach on the President’s appointment power— his sole 
responsibility to nominate federal judges. n4 In order to 
escape that constitutional question, the Court held that 
the ABA committee was not "utilized* by the President 
because it was established and run by a private orga- 
nization, even though the Act covers advisory commit- 
tees established or utilized by the executive branch. See 
[**24] id. at 455-65. The Court adopted, we think 
it is fair to say, an extremely strained construction of 
the word 'utilized* in order to avoid the constitutional 
question. The gravity of the constitutional issue was re- 
vealed by the three concurring justices who were unable 


to accept the Court’s statutory construction and believed 
that FACA was unconstitutional as applied to the ABA 
committee. Id. at 467-89 (Kennedy, J., concurring). 

n3 It is not clear how FACA applies if only one 
member of an advisory committee is not a full-time 
government officer or employee. How does the gov- 
ernment carry out its obligation to ensure that the 
committee is 'fairly* balanced in terms of the points 
of view represented? 

n4 Ironically, the ABA committee’s role in advis- 
ing administrations as to the qualifications of puta- 
tive judges has over the years become more of an im- 
pediment (reflecting certain ABA institutional and, 
perhaps, political interests) than an aid to Presidents. 
R. Marcus & S. Tony, ABA Judicial Evaluation 
Again Under Fire, Wash. Post, May 7, 1989, A6; 
M. Thornton, The ABA’s Judgments on Judges, 
Wash. Post, Sept. 25. 1987, A23. 

[*•25] 

It is, of course, necessary before considering the 
maxim of statutory construction to determine whether 
the government's constitutional argument in this case is 
a powerful one. In other words, are we truly faced, 
as the Court thought it was in Public Citizen, with a 
grave question of constitutional law? The government 
relies primarily on the claim that an explicit presidential 
power is implicated. Article II of the Constitution pro- 
vides that the President "shall from tiny to tiny give to 
the Congress Information of the State of the Union, and 
recommend to their Consideration such Measures as he 
shall judge necessary and expedient.' U.S. Const, art. 
II, 5 3, cl.l. According to the government, this clause 
gives the President the sole discretion to decide what 
measures to propose to Congress, and it leaves no room 
for congressional interference, lb exercise this power, 
the government claims, the President also must have 
the constitutional right to receive confidential advice on 
proposed legislation. 

Under the government’s theory, FACA would interfere 
with the President’s unbounded discretion to propose 
legislation. President Clinton formed the Thsk Force 
specifically to recommend [**26] legislation dealing 
with health care reform. FACA’s requirement of pub- 
lic meetings would inhibit both [*907] candid discus- 
sion within the Tksk Force and its presentation of advice 
to the President. Challenging the district court’s rul- 
ing, the government argues that this encroachment oc- 
curs regardless of whether the Thsk Force is engaged in 
information-gathering or internal deliberation. !□ either 
situation, the glare of publicity would inhibit the free 
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flow of frank advice and would handicap the President’s 
ability to develop legislation. 

Appellees point out that the concurring opinion in 
Public Citizen commanded the votes of only three 
justices and rely, instead, on the Court’s opinion in 
Mormon v. Olson, 487 U.S . 654, 101 L. Ed. 2d 569, 
108S. O. 2597 (1988). n5 Morrison upheld the Ethics 
in Government Act's creation of an independent coun- 
sel because it did not prevent the President ‘from ac- 
complishing [his] constitutionally assigned functions,” 
id. at 695 (quoting Nixon v. Administrator of General 
Services, 433 U.S. 425, 443. 53 L . Ed. 2d 867. 97 S. 
Or. 2777 (1977)), even though the counsel was largely 
immune from the executive branch’s operational control 
[**27] (she was appointed by a panel of judges and was 
removable only for good cause). Applying FACA to the 
Task Force, according to appellees, has a rather minor 
impact on the institution of the presidency compared to 
the much greater encroachment on the President's core 
executive function sanctioned in Morrison. 

n5 Justice Kennedy, who was recused in Morrison, 
was joined by Chief Justice Rehnquist and Justice 
O’Connor in Public Citizen. Justice Scalia, who dis- 
sented in Morrison, was, in turn, recused in Public 
Citizen. 

Nevertheless, the government maintains that Morrison 
is not directly on point. Picking up on Justice Kennedy’s 
concurrence in Public Citizen, the government con- 
tends that the Morrison Court’s imprecise balancing test, 
which is apparently less favorable to the President, does 
not apply when a textual grant of presidential author- 
ity is implicated. In distinguishing Morrison, Justice 
Kennedy said: 

Thus, for example, the relevant aspect of our decision 
in Morrison involved [**28] the President's power to 
remove Executive Officers, a power we had recognized 
is not conferred by any explicit provision of the text 
of the Constitution (as is the appointment power) but 
rather is inferred to be a necessary part of the grant of 
the ‘Executive Power." 

Public Citizen, 491 U.S. at 484 (Kennedy, J., con- 
curring). n6 But because Public Citizen involved the 
President's textually granted power to appoint federal 
judges, the concurrence would have struck FACA down: 

n6 But see Bowsher v. Synar, 478 U.S. 714, 721- 
27, 92 L. Ed. 2d 583, 106 S. Cl. 3181 (1986) 
(removal power more important than appointment 


power in controlling subordinate officials). 


Where a power has been committed to a particular 
Branch of the Government in the text of the Constitution, 
the balance already has been struck by the Constitution 
itself. 

Id. at 486. The government argues that here, as in 
Public Citizen, but unlike in Morrison, we have an ex- 
plicit textual delegation to the President [**29] to pro- 
pose legislation. 

We perceive several weaknesses in the government’s 
position. First, the government ignores the Morrison 
Court’s consideration of the President's Article n, sec- 
tion 3 responsibility to ‘take Care that the Laws be faith- 
fully executed." See Morrison, 487 U.S. 654 at 692-93, 
101 L. Ed. 2d 569, 108 S. Cl. 2597. The Court specif- 
ically recognized that the statute before it encroached 
upon or burdened that responsibility, but concluded that 
the burden was not great enough to be unconstitutional. 

This is not a case in which the power to remove an ex- 
ecutive official has been completely stripped from the 
President, thus providing no means for the President 
to ensure the "faithful execution* of the laws.... We do 
not think this limitation as it presently stands sufficiently 
deprives the President of control over the independent 
counsel to interfere impermissibly with his constitutional 
obligations to ensure the faithful execution of the laws. 

Id. (emphasis added) (footnote omitted). Morrison v. 
Olson, thus, cannot be easily disposed of in accordance 
with the government's [*908] (and Justice Kennedy's) 
suggested distinction. 

The President’s constitutional [**30] duty to take care 
that the laws be faithfully executed, moreover, seems 
far greater in importance than his authority to recom- 
mend legislation. The Framers intended the Thke Care 
Clause to be an affirmative duty on the President and 
the President alone. In contrast, the Recommendation 
Clause is less an obligation than a right. The President 
has the undisputed authority to recommend legislation, 
but he need not exercise that authority with respect to 
any particular subject or, for that matter, any subject. 
n7 Only the President can ensure that the laws be faith- 
fully executed, but anyone in the country can propose 
legislation. 

n7 To be sure, during the Constitutional 
Convention in Philadelphia, the Framers changed 
the language of the clause from "may recommend" 
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to "shall recommend.’ As James Madison recorded 
in his notes of the convention for August 24, 1787: 

On motion of Mr. Govr Morris, "he may’ was struck 
out, & ’and’ inserted before ’recommend’ in the 
clause 2d. sect 2d art: X in order to make it the duty 
of the President to recommend, & thence prevent 
umbrage or cavil at his doing it. 

J. Madison, Notes of Debates in the Federal 
Convention of 1787, 464 (G. Hunt & J. Scott, eds. 
1987). Gouveraeur Morris' amendment suggests 
that the clause was intended to squelch any con- 
gressional objections to the President’s right to rec- 
ommend legislation-hence the prevention of ’um- 
brage or cavil." See J. Sidak, The Recommendation 
Clause, 77 Geo. L.J. 2079, 2082 (1989). 

[**31] 

The government's focus on the Recommendation 
Clause seems somewhat artificial. Discussions on 
policy- whether they take place in executive branch 
groups or in pure FACA advisory committees— to some 
extent always implicate proposed legislation. Whenever 
an executive branch group considers policy initiatives, 
it discusses interchangeably new legislation, executive 
orders, or other administrative directives. Thus, virtu- 
ally anytime an advisory group meets to discuss a prob- 
lem, it will implicate the Recommendation Clause, from 
which all executive branch authority to recommend leg- 
islation derives. Accordingly, if the application of FACA 
to groups advising the President or anyone else in the 
executive branch were constitutionally problematic, in- 
sofar as those groups were advising on proposed legisla- 
tion, FACA would be problematic with regard to virtu- 
ally all policy advice. Under that reasoning FACA would 
be constitutionally suspect on its face-an argument the 
government declined to make. 

We do think that the government’s alternative, albeit 
implicit, argument is more persuasive. Application of 
FACA to the Thsk Force clearly would interfere with the 
President’s capacity to solicit direct [**32] advice on 
any subject related to his duties from a group of private 
citizens, separate from or together with his closest gov- 
ernmental associates. That advice might be sought on 
a broad range of issues in an informal or formal fash- 
ion. Presidents have created advisory groups composed 
of private citizens (sometimes in conjunction with gov- 
ernment officials) to meet periodically and advise them 
(hence the phrase "kitchen cabinets’) on matters such as 
the conduct of a war. n8 Presidents have even created 
formal "cabinet committees' composed in pan of pri- 
vate citizens. n9 This case is no different. Here, the 


[•909] President has formed a committee of his closest 
advisers-cabinet secretaries. White House advisers, and 
his wife-to advise him on a domestic issue he considers 
of the utmost priority. 

n8 For example. President Johnson often sought 
advice from Clark Gifford and Justice Fortas, ’two 
old and trusted friends from outside the Executive 
Branch,* along with government officials on matters 
concerning the Vietnam War. See, e.g., L. Johnson, 
The Vantage Point: Perspectives of the Presidency 
1963-1969 at 235-37 (1971) 

[**33] 

n9 President Ford, in 1975, convened a ’cab- 
inet committee’ composed of the Secretary of 
State, the Secretary of Commerce, the Secretary 
of Labor, the President of the AFL-CIO. and the 
President of the Chamber of Commerce to formu- 
late the government’s policy toward the International 
Labor Organization. President Carter continued 
the same body. See, e.g.. Committee Fails to 
Agree on U.S. ILO Membership, Wash. Post, 
Oct. 13, 1977, A24. Neither President ap- 
parently acknowledged FACA's application. See, 
e.g.. General Services Administration, Federal 
Advisory Committees: Fourth Annual Report of 
the President Covering Calendar Year 1975 at 
54-55 (1976) (no mention of ILO committee in 
list of presidential advisory committees); see also 
General Services Administration, Federal Advisory 
Committees: Fifth Annual Report of the President 
Covering Calendar Year 1976 at 55-56 (1977) 
(same). In 1980, however. President Carter contin- 
ued that structure, but explicitly recognized FACA’s 
coverage (after the issue that gave rise to the 
committee- whether the United States should with- 
draw from the ILO -had been resolved). See Exec. 
Order No. 12,216, 45 FR 41,619 (1980). 

[••34] 

Applying FACA to the Task Force does not raise con- 
stitutional problems simply because the Task Force is 
involved in proposing legislation. Instead, difficulties 
arise because of the Thsk Force's operational proxim- 
ity to the President himself-that is. because the Thsk 
Force provides advice and recommendations directly to 
the President. The Supreme Court has recognized that 
a President has a great need to receive advice confiden- 
tially: 

[There is a] valid need for protection of communica- 
tions between high Government officials and those who 
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advise and assist them in the performance of their mani- 
fold duties; the importance of this confidentiality is too 
plain to require further discussion. Human experience 
teaches that those who expect public dissemination of 
their remarks may well temper candor with a concern for 
appearances and for their own interests to the detriment 
of the decisionmaking process. Whatever the nature of 
the privilege of confidentiality of Presidential commu- 
nications in the exercise of Art. II powers, the privilege 
can be said to derive from the supremacy of each branch 
within its own assigned area of constitutional duties. 

United States v. Nixon, 418 U.S. 683, 705-06, 41 L. Ed. 
2d 1039, 94 S. O. 3090(1974) [**35] (footnotes omit- 
ted); see also Nixon v. Administrator of Gen. Servs., 
433 U.S. 425 , 441-49 (1977). Nixon v. Administrator 
of General Services further explains that the President 
is entitled to confidentiality in the performance of his 
"responsibilities" and "his office." and " "in the process 
of shaping policies and making decisions.’ " 433 U.S. 
at 449 (quoting United States v. Nixon, 418 U.S. at 
708). Article H not only gives the President the ability 
to consult with his advisers confidentially, but also, as 
a corollary, it gives him the flexibility to organize his 
advisers and seek advice from them as he wishes. In 
Meyer v. Bush. 981 F.2d at 1293-97, for example, we 
held that the President could create a Task Force com- 
posed of cabinet secretaries and other close advisers to 
study regulatory reform without having to comply with 
FOIA. In this regard, FACA’s requirement that an advi- 
sory committee must be "fairly balanced in terms of the 
view represented" would-if enforceable and applied to 
groups of presidential advisers— restrict the President’s 
ability to seek [**36] advice from whom and in the 
fashion he chooses. 

The ability to discuss matters confidentially is surely 
an important condition to the exercise of executive 
power. Without it, the President's performance of any 
of his duties-textually explicit or implicit in Article II’s 
grant of executive power-would be made more diffi- 
cult. In designing the Constitution, the Framers vested 
the executive power in one man for the very reason that 
he might maintain secrecy in executive operations. As 
Alexander Hamilton wrote in the Federalist Papers: 

Decision, activity, secrecy, and dispatch will gener- 
ally characterise [sic] the proceedings of one man, in 
a much more eminent degree, than the proceedings of 
any greater number; and in proportion as the number is 
increased, these qualities will be diminished. 

The Federalist No. 70, at 472 (J. Cooke, ed., 1961) 
(emphasis added). The Framers thus understood that se- 


crecy was related to the executive's ability to decide and 
to act quickly-a quality lacking in the government estab- 
lished by the Articles of Confederation. If a President 
cannot deliberate in confidence, it is hard to imagine 
how he can decide and act quickly. 

This Article II right [**37] to confidential communi- 
cations attaches not only to direct communications with 
the President, but also to discussions between his senior 
advisers. Certainly Department Secretaries and White 
House aides must be able to hold confidential meetings to 
discuss advice they secretly will render to the President. 
Congress, in another context, has recognized that the 
President’s [*910] right to confidential communications 
extends to meetings between his top advisers. For ex- 
ample, FOIA, 5 U.S.C. 5 552, exempts "the President's 
immediate personal staff or units in the Executive Office 
whose sole function is to advise and assist the President. " 
See Kissinger v. Reporters Comm, for Freedom of the 
Press, 445 U.S. 136, 156, 63 L. Ed. 2d 267, 100 S. 
Ct. 960 (1980) (quoting H.R. Rep. No. 1380, 93d 
Cong., 2d Sess. 14 (1974)); Meyer v. Bush, 981 F.2d 
at 1291-92. 

A statute interfering with a President's ability to seek 
advice directly from private citizens as a group, in- 
termixed, or not, with government officials, therefore 
raises Article II concerns. This is all the more so when 
the sole ground for asserting that the statute applies is 
that the [**38] President's own spouse, a member of 
the Thsk Force, is not a government official. For if 
the President seeks advice from those closest to him, 
whether in or out of government, the President’s spouse, 
typically, would be regarded as among those closest ad- 
visers. 

As we have indicated, we do not place much signifi- 
cance on the government’s claim that this sort of interfer- 
ence is qualitatively, in constitutional terms, more trou- 
blesome insofar as it relates to advice the President seeks 
concerning the exercise of an enumerated power. If we 
were to go on to decide the constitutionality question, we 
would be obliged to ask whether, in Morrison v. Olson 
terms, this asserted application of FACA "impermissi- 
bly" burdens executive power. Morrison tells us to bal- 
ance how much the interference with the President's ex- 
ecutive power prevents the President "from accomplish- 
ing his constitutionally assigned functions,” Morrison, 
487 U.S. at 695, against the "overriding need to pro- 
mote objectives within the constitutional authority of 
Congress." Nixon v. Administrator of Gen. Servs., 
433 U.S. at 443. We readily confess that this balanc- 
ing [**39] test is not one that, as judges, we can apply 
with confidence. This is all the more reason to view 
the constitutional issue soberly. We are satisfied that the 
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application of FACA to the Task Force seriously burdens 
executive power. And our reading of Morrison does not 
lead us easily to a conclusion that the burden placed is a 
permissible one. 

The court below correctly recognized the constitu- 
tional difficulties that FACA's application to the Task 
Force created. The court, therefore, ruled the Act 
partially unconstitutional, insofar as it was applied to 
the meetings in which the Task Force actually advised 
the President. When the Task Force was engaged 
in "information-gathering and information-reporting," 
however, the court thought that the President’s constitu- 
tional interests were not so seriously implicated. 

We believe it is the Thsk Force's operational proxim- 
ity to the President, and not its exact function at any 
given mo me nt, that implicates executive powers and 
therefore forces consideration of the Morrison test. The 
President's confidentiality interest is strong regardless 
of the particular role the Task Force is playing on any 
given day. Indeed, the two functions [**40] naturally 
interrelate and can only be divided artificially. If public 
disclosure of the real information-gathering process is 
required, the confidentiality of the advice-giving func- 
tion inevitably would be compromised. If you know 
what information people seek, you can usually determine 
why they seek it. A group directly reporting and advis- 
ing the President must have confidentiality at each stage 
in the formulation of advice to him. As we said in Meyer, 
"proximity to the President, in the sense of continuing 
interaction, is surely in part what Congress had in mind 
when it exempted {from FOIA] the President’s "imme- 
diate personal staff.’ * 981 F.2d at 1293 (citation omit- 
ted). And, as we recognized in Soucie v. David. 145 
U.S. App. D.C. 144, 448 F.2d 1067 (D.C. Cir. 1971). 
FOIA's exemption may be constitutionally required to 
protect the President's executive powers. In any event, 
the district judge decided to truncate the statute in light 
of constitutional concerns only because it determined 
that FACA applied to the Task Force. 

We think the district court should have acted other- 
wise. Prudent use of the maxim of statutory construc- 
tion allows us to avoid [**41] the difficult constitu- 
tional issue posed by this case. The question whether 
the President’s [*911] spouse is "a full-time officer or 
employee" of the government is close enough for us 
properly to construe FACA not to apply to the Task Force 
merely because Mrs. Clinton is a member. We follow 
the Supreme Court’s lead, if not its strict precedent, in 
recognizing that [if the Act] were "read unqualifiedly, it 
would extend FACA’s requirements to any group of two 
or more persons, or at least any formal organization, 
from which the President or an executive agency seeks 


advice." Public Citizen. 491 U.S. at 452 (footnote omit- 
ted). Because it believed that Congress could not have 
intended such a result, the Public Citizen majority read 
"utilize" to exclude the ABA committee. If the Supreme 
Court correctly construed the statute not to cover the 
advice the Attorney General receives, on behalf of the 
President, from the ABA, the statutory construction is- 
sue we face should be resolved a fortiori in favor of the 
government. 

We, therefore, read the phrase "full-time officer or 
employee of the government" in FACA to apply to Mrs. 
Clinton. In doing so, we express no [**42] view as to 
her status under any other statute. nlO 

nlO We do not need to consider whether Mrs. 
Clinton’s presence on the Task Force violates the 
Hatch Act, 5 U.S.C. § 7324{ a), the Anti-Deficiency 
Act, 31 U.S.C. § 1342, or any conflict of interest 
statutes. 


rv. 

The district court, having concluded that the Task 
Force was a FACA advisory committee, dismissed un- 
der Rule 12(b)(6) appellees' claim that the working 
group was also covered by FACA. The court thought 
that under National Anti-Hunger Coalition v. Executive 
Committee. 557 F. Supp. 524 (D.D.G), affd, 229 U.S. 
App. D C. 143, 711 F.2d 1071 (D.C. Cir. 1983) ("Anti- 
Hunger ’), subgroups of a FACA committee should be 
regarded as staff of the advisory committee and not as ad- 
visory committees themselves. Sec Anti-Hunger, 557 F. 
Supp. at 529. Based on Mr. Magaziner’s affidavit, the 
district court determined that the working [• *43] group 
merely gathered information to be passed on to (he Task 
Force. Appellees cross-appeal the district court’s ruling 
and its corollary refusal to permit further discovery into 
the status and operations of the working group. 

The government challenges our jurisdiction to con- 
sider the cross-appeal because the district court’s rulings 
on the working group are neither independent final judg- 
ments, nor covered by the preliminary injunction against 
the Task Force which is before us on an interlocutory ap- 
peal pursuant to 28 U.S.C. § 7292(a). We have said that 
our jurisdiction over an interlocutory appeal, however, 
is considerably broader: 

Review quite properly extends to ail marten inextrica- 
bly bound up with the remedial decision .... The scope 
of review may extend further to allow disposition of all 
matters appropriately raised by the record, including en- 
try of final judgment. Jurisdiction of the interlocutory 
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appeal is in large measure jurisdiction to deal with all 
aspects of the case that have been sufficiently illumi- 
nated to enable decision by the court of appeals without 
further trial court development. 

Vhgner v. Taylor, 266 U.S. App. D.C. 414. 836 F.2d 
578, 585 (D.C. Cir. 1987) [**44] (emphasis added) 
(quoting Energy Action Educational Found, v. Andrus, 
210 U.S. App. D.C. 20, 654 F.2d 735, 745 n. 54 
(D.C. Cir. 1980), rev'd on other grounds, 454 U.S. 151 
(1981)); see also 16 C Wright, A. Miller, E. Cooper 
& E. Gressman, Federal Practice & Procedure § 3921, 
at 17-20 (1977). The district court’s final disposition 
of the claim against the working group was "bound up" 
with its reasons for granting the injunction against the 
Thsk Force. Once it is determined that the Task Force is 
not covered by FACA, the implicit analytical premises 
of the district court's decision as to the working group 
are removed. Moreover, had the district court deter- 
mined, as have we, that the claim against the Task Force 
was invalid and then also dismissed the claim against the 
working group, the latter unquestionably would be ap- 
pealable as well. Under these circumstances, we think 
it is appropriate to consider the cross-appeal, nil 

nil The lower court dismissed appellees’ claim 
under Rule 12(b)(6) because it found that appellees 
had failed to state a claim upon which relief could be 
granted. Mem. Op. at 15. It also noted that it could 
have dismissed appellees’ claims under Fed. R. Civ. 
P. 56, because appellees had failed to state that fur- 
ther discovery was necessary before summary judg- 
ment could be granted. Id. at 15 n.ll. As we will 
discuss, the legal basis for the Rule 12(b)(6) ruling, 
or a Rule 56 ruling, was incorrect. Furthermore, 
contrary to the district court’s decision. Rule 56 does 
not require a party to state in its discovery motion 
that discovery is necessary before a court may rule 
on summary judgment. Indeed, a party's filing of a 
discovery motion would seem implicitly to assert just 
that. But under Rule 12(b)(6), once the Magaziner 
affidavit was filed and considered the district judge 
was obliged to permit reasonable discovery as to the 
facts set forth in the affidavit. See First Chicago 
Inf l v. United Exchange Co., 836 F.2d 1375, 1380 
(D.C. Cir. 1988). 

[**45] 

[*912] As it argued below, the government claims that 
the working group is not in contact with the President 
and is not, therefore, “utilized" by him. That seems to us 
a strange argument. There are two exceptions to FACA's 
inclusion of all presidential advisory groups: (i) where 


the advisory committee is independently established and 
operated by a private organization, see Public Citizen, 
491 U.S. 440 at 457-59. 105 L. Ed. 2d 377, 109 S. Ct. 
2558 ; and (ii) where the group is composed wholly of 
full-time government officials. See 5 U.S.C. App. 1, § 
3(2)(iii). We have construed the second exception here 
to extend to a cabinet committee that includes the First 
Lady. The government now presses upon us a third ex- 
ception, one for advisory committees that do not meet 
face-to-face with the President. The government’s argu- 
ment, however, conflicts with the serious constitutional 
concerns we have recognized concerning the Task Force. 
The statute cannot be properly interpreted as applying 
only to those advisory committees, established in the 
Executive Office of the President, that present the most 
delicate constitutional problems. nl2 Otherwise, the 
government’s argument [**46] effectively would ren- 
der almost all presidential advisory committees free from 
FACA. Committees in direct contact with the President 
implicate the President’s executive power and hence can- 
not be covered by FACA, while committees not directly 
in contact are not "utilized." In any event, the statutory 
language does not remotely support the government. 
Not only does FACA define an advisory committee as 
a task force or "any subcommittee or other subgroup 
thereof," 5 U.S.C. App. 1. § 3(2), but it also specifies 
that an advisory committee is a group that is either estab- 
lished or utilized by the President. See id. Certainly the 
President can establish an advisory group that he does 
not meet with face-to-face. In Public Citizen the Court 
did not suggest that FACA could be avoided merely be- 
cause the ABA committee communicated with the Justice 
Department rather than with the President. 

nl2 The government, only at oral argument, and 
rather tentatively, suggested that application of FACA 
to any advisory groups established and utilized by 
the President, because they advise someone in the 
Executive Office of the President, raises constitu- 
tional problems. We do not think we should en- 
tertain a constitutional argument of such enormous 
significance made in so glancing a fashion. After 
all, it could be thought to come close to an argu- 
ment that the government disavowed --that FACA is 
unconstitutional on its face. 

[**47] 

The district court accepted a variation of the govern- 
ment's argument by concluding that the working group 
was not really a subgroup of the Task Force within the 
meaning of FACA, but rather only staff to the Thsk 
Force. The court relied, as we noted, on the Anti- 
Hunger case, in which we affirmed Judge Gesell’s de- 
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cision to similarly treat subordinate working groups op- 
erating under the Executive Committee of the Private 
Sector Survey. Although we affirmed the decision, we 
did not explicitly approve the judge's reasoning relating 
to the supposed staff groups; rather, we rejected an ef- 
fort to challenge his decision based on new information 
not in the record. See National Anti-Hunger Coalition 
v. Executive Committee, 229 U.S. App. D.C. 143, 711 
F.2d 1071, 1075 (D.C. Cir. 1983). In any event, Anti- 
Hunger presented crucially different facts. That case 
involved the Executive Committee of the Private Sector 
Survey, formed by President Reagan to obtain manage- 
ment and cost control advice from the private sector. The 
Executive Committee, composed of 150 private citizens, 
had a subcommittee composed of 30 members and also 
had 36 task forces that performed the preliminary work 
of [**48] the survey. Anti-Hunger, 557 F. Supp. at 525- 
26. The government conceded, in that litigation, that the 
Executive Committee and the subcommittee were both 
FACA committees and it [*913] was only thereafter that 
the district court determined that the task forces were 
not FACA committees, but staff. 

Our conclusion that the Task Force is a committee 
wholly composed of government officials makes this 
case entirely different. In contrast to the situation here, 
in Anti-Hunger the top levels of the outside advisory 
groups were covered by FACA-both the executive com- 
mittee of 150 and the subcommittee of 30. In that sce- 
nario, there is less reason to foots on subordinate advis- 
ers or consultants who are presumably under the control 
of the superior groups. It is the superior groups, af- 
ter all, that will give the advice to the government, and 
which, in accordance with the statute, must be "reason- 
ably* balanced. But when the Task Force itself is consid- 
ered part of the government-due to the government offi- 
cials excmption-we must consider more closely FACA's 
relevance to the working group. For it is the working 
group now that is the point of contact between the public 
[**49] and the government. The district court's conclu- 
sion that the working group could be disregarded as staff 
depended on its determination that the Task Force was 
covered by FACA. Our disagreement with the district 
court on the latter issue therefore compels a different 
analysis of the working group's status. 

Alternatively, the government argues that the work- 
ing group is not, as a matter of law, a FACA advisory 
committee because it is not expected to offer consen- 
sus advice. In making this argument, the government 
relies on a regulation issued by the General Services 
Administration: 

The following are examples of advisory meetings or 
groups not covered by the Act or this subpan; ... (i) Any 


meeting initiated by a Federal official(s) with more than 
one individual for the purpose of obtaining the advice of 
individual attendees and not for the purpose of utilizing 
the group to obtain consensus advice or recommenda- 
tions. However, agencies should be aware that such a 
group would be covered by the Act when an agency ac- 
cepts the group's deliberations as a source of consensus 
advice or recommendations. 

41 CF.R. § 101-6.10040) (1992). 

As we have so often noted, we do not defer to an 
agency's [**50] construction of a statute interpreted by 
more than one agency, see, c.g.. FLEA v. Department of 
Treasury, 280 U.S. App. D C. 236, 884 F.2d 1446, 1451 
(D.C. Cir. 1989), let alone one applicable to all agen- 
cies, see Reporters Comm, for Freedom of the Press 
v. Department of Justice, 259 U.S. App. D.C. 426, 
816 F.2d 730, 734 (D.C. Cir. 1987), rev’d on other 
grounds, 489 U.S. 749. 103 L Ed. 2d 774, 109 S. 
Ct. 1468 (1989). Nevertheless, we think the govern- 
ment's regulation expresses a concept similar to one that 
we find embedded in the statute. It is not so much 
that a group is not a FACA advisory committee unless 
it gives ’consensus" advice. To be sure, many com- 
mittees are convened with that expectation. See, e.g.. 
The Commission on the Future of Worker-Management 
Relations, 58 FR 27,311 (1993). Others, however, are 
established presumably with the full expectation that the 
positions to be taken and the advice to be offered may 
well be sharply divided. See, e.g., The Presidential 
Commission or the Assignment of Women in the Armed 
Forces, 57 FR 49,394 (1992). And since one of the pur- 
poses of FACA is to [••51] achieve some balance, and 
thereby diverse views on advisory committees, it would 
be passing strange if FACA only applied to those com- 
mittees that would offer consensus recommendations. 

The point, it seems to us, is that a group is a FACA 
advisory committee when it is asked to render advice or 
recommendations, as a group, and oot as a collection of 
individuals. The group’s activities are expected to, and 
appear to, benefit from the interaction among the mem- 
bers both internally and externally. Advisory commit- 
tees not only provide ideas to the government, they also 
often bestow political legitimacy on that advice. As the 
House Committee that investigated advisory committees 
before FACA's passage stated: 'The work product of a 
committee composed of distinguished and knowledge- 
able individuals appointed by the President to advise 
him is presumed to have value and should be consid- 
ered.* [*914] H.R. Rep. No. 1731, 91st Cong., 2d 
Sess. 12 (1970). 

Advisory committees are not just mechanisms for 
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transmitting policy advice on a particular subject mat- 
ter to the government. These committees also pos- 
sess a kind of political legitimacy as representative bod- 
ies. Membership on a committee is often highly [**52] 
prized and sought after because it carries recognition 
and even prestige. When the executive branch endorses 
its advice and seeks to promote the policy course sug- 
gested by the committee, the executive branch draws 
upon the committee's political legitimacy. Congress’ 
effort to ensure that these committees are balanced in 
terms of viewpoint recognizes their usefulness for polit- 
ical (and patronage) purposes. But committees bestow 
these various benefits only insofar as their members act 
as a group. The whole, in other words, must be greater 
than the sum of the parts. 

Thus, an important factor in determining the pres- 
ence of an advisory committee becomes the formality 
and structure of the group. Judge Gesell, in another dis- 
trict court case, Nader v. Baroody, 396 F. Supp. 1231 
(D.D.C. 1975). seems to have approached the same no- 
tion by focusing on the word "established" in FACA. 
Nader involved meetings between an assistant to the 
President and a changing slate of federal officials and 
private sector groups. See id. The groups met for the 
express purpose of exchanging views on a variety of 
subjects. In exempting these meetings from FACA, the 
court noted [**53] that "the committees were not for- 
mally organized and there is little or no continuity." Id. 
at 1234. 

Since form is a factor, it would appear that the govern- 
ment has a good deal of control over whether a group 
constitutes a FACA advisory committee. Perhaps, for 
that reason, it is a rare case when a court holds that a 
particular group is a FACA advisory committee over the 
objection of the executive branch. In order to implicate 
FACA, the President, or his subordinates, must create ah 
advisory group that has, in large measure, an organized 
structure, a fixed membership, and a specific purpose. 
The government suggests that the working groups, com- 
posed as they are of a crowd of 340 virtually anonymous 
persons, do not bear the characteristics of the paradigm 
FACA advisory committee. That may well be so. The 
working groups, as a whole, seem more like a horde 
than a committee. On the other hand, the groups have 
been created ("established") with a good deal of formal- 
ity and perhaps are better understood as a number of 
advisory committees. We simply cannot determine how 
to classify the working groups based on the record before 

U5. 

Finally, the government claims [**54] that all of the 
members of the working groups are full-time officers 
or employees of the government, and. for that reason 


alone, the working groups are not FACA advisory com- 
mittees. The three-hundred members drawn from the 
agencies, the Executive Office of the President, and 
from the congressional staffs are concededly within that 
category. The working group also includes, however, 
40 "special government employees." The government 
claims that these individuals are also "full-time" govern- 
ment employees, even though they have been employed 
by an agency or the Executive Office of the President 
for less than 130 days in a year, some without compen- 
sation. The record does not reflect where these per- 
sons come from, nor does it show how many hours they 
work. We are, moreover, unsure whether FACA's defi- 
nition of "full-time" extends to a person who works for 
the government for less than 130 days out of a year. The 
government directs us to the conflict of interest provi- 
sions of Title 1 8, which define a "special Government 
employee" as: 

an officer or employee of the executive or legislative 
branch of the United States Government ... who is re- 
tained, designated, appointed, or employed to perform, 
[**55] with or without compensation, for not to exceed 
[130] days during any period of [365] consecutive days, 
temporary duties either on a full-time or intermittent ba- 
sis. 

18 U.S.C. § 202(a) (1988) (emphasis added). The gov- 
ernment argues that section 202 clearly implies that a 
temporary employee can be "full-time." Intermittent (or 
non-full-time) applies, according to the government, to 
those who work less than a full day. 

[*915] We do not believe section 202(a) helps the 
government. Just as we did not read 5 U.S.C. §§ 2104, 
2105 to govern the question of whether Mrs. Clinton 
is a federal officer or employee, we do not think that 
Title 18's definitions should necessarily control FACA. 
We must construe FACA in light of its purpose to reg- 
ulate the growth and operation of adyisory committees. 
FACA would be rather easy to avoid if an agency could 
simply appoint 10 private citizens as special government 
employees for two days, and then have the committee re- 
ceive the section 3(2) exemption as a body composed of 
full-time government employees. Moreover, section 202 
contrasts "full-time" with "intermittent," and so "full- 
time" [**56] seems to mean no more than not "intermit- 
tent." There is no reason to think that not "intermittent" 
for section 202 purposes has any bearing on whether the 
employee is "full-time" for FACA purposes. Whether 
the special government employees arc full-time, how- 
ever, is, in part, a factual issue that was not developed 
below due to the lack of discovery. 

A third class of persons arc described as consultants. 
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According to the government, the consultants attend 
meetings on an intermittent basis, with or without com- 
pensation, and have no "supervisory role or decision- 
making authority." Drawn from the ranks of the med- 
ical profession, the academy, and from business, they 
only provide information and opinion. These consul- 
tants raise a different question from that presented by 
the other two classes of working group employees. The 
key issue, it seems to us, is not whether these consul- 
tants are "full-time" government employees under sec- 
tion 3(2), but whether they can be considered members 
of the working group at all. When an advisory commit- 
tee of wholly government officials brings in a "consul- 
tant" for a one-time meeting, FACA is not triggered be- 
cause the consultant is not really a member of the [••57] 
advisory committee. In that situation, the relationship 
between the temporary consultant and committee is very 
similar to the one between the White House officials 
and various private sector representatives exempted from 
FACA in Nader. We are confident that Congress did not 
intend FACA to extend to episodic meetings between 
government officials and a consultant. To do so would 
achieve the absurd result Public Citizen warned against; 
reading FACA to cover every instance when the President 
(or an agency) informally seeks advice from two or more 
private citizens. 

But a consultant may still be properly described as a 
member of an advisory committee if his involvement and 
role are functionally indistinguishable from those of the 
other members. Whether they exercise any supervisory 
or decisionmaking authority is irrelevant. If a "consul- 
tant" regularly attends and fully participates in working 
group meetings as if he were a "member," he should be 
regarded as a member. Then his status as a private citi- 
zen would disqualify the working group from the section 
3(2) exemption for meetings of full-time government of- 
ficials. 

* * * * 

When we examine a particular group or committee to 
[**58] determine whether FACA applies, we must bear 
in mind that a range of variations exist in terras of the 
purpose, structure, and personnel of the group. Perhaps 
it is best characterized as a continuum. At one end one 
can visualize a formal group of a limited number of pri- 
vate citizens who are brought together to give publicized 
advice as a group. That model would seem covered by 
the statute regardless of oilier fortuiiies such as whether 
the members are called "consultants. ’ At the other end of 
the continuum is an unstructured arrangement in which 
the government seeks advice from what is only a col- 
lection of individuals who do not significantly interact 
with each other. That model, we think, does not trigger 


FACA. 

We simply have insufficient material in the record to 
determine the character of the working group and its 
members. We understand why the district court, be- 
lieving the Task Force covered by FACA, thought it un- 
necessary and inappropriate to put the working group 
under further scrutiny. But, as we have indicated, be- 
cause we differ with the district court concerning the 
Task Force, we believe further proceedings, including 
expedited [*916] discovery, are necessary before the 
district court [••59] can confidently decide whether the 
working group is a FACA committee. 

Accordingly, we reverse the district court and lift the 
preliminary injunction on the operations of the Task 
Force. The Task Force need not comply with the re- 
quirements of FACA because it is a committee composed 
wholly of full-time government officials. We also re- 
verse the district court's dismissal of appellees' cl aim* 
as to the working group under Rule 12(b)(6). We remand 
for further proceedings, including expedited discovery, 
regarding the working group. 

So ordered. 

CONCURBY: BUCKLEY 

CONCUR: Buckley, Circuit Judge, concurring in the 
judgment: I admit at the outset the persuasive force of 
the majority's opinion-a force derived, I think' from a 
comparison of the most obvious facts of this case with 
those of Public Citizen v. United States Department of 
Justice, 491 US. 440, 105 L. Ed. 2d 377, 109 S. Ct. 
2558 (1 989). Public Citizen interpreted the word "uti- 
lized" so as to exclude the Justice Department’s use of a 
committee of the American Bar Association whose only 
mission was to advise on appointments to the federal ju- 
diciary. In concluding that Congress did not intend to 
subject the ABA Committee on the Judiciary to FACA's 
[••60] requirements, the Court acknowledged that what 
"tipped the balance decisively against FACA's applica- 
tion, ’ id. at 465, was the "cardinal principle" that where 
"a serious doubt of constitutionality is raised, ... the 
Court will first ascertain whether a construction of the 
statute is fairly possible by which the question may be 
avoided." Id. at 465-66. Here, to achieve a similar end, 
we are asked only to stretch the phrase "officer or em- 
ployee of the Federal Government * far enough to include 
a person who is greeted like a head of state, guarded by 
the Secret Service, and funded from the public fisc. On 
first appearances. Public Citizen would seem to support 
both the majority's result and the reasoning used to reach 
it. 

If this case is to be distinguished from Public Citizen, 


386 


Page 73 

997 F.2d 898, *916; 1993 U.S. App. LEXIS 14831, **60; LEXSEE 

21 Media L. Rep. 1705; 302 U.S. App. D.C 208 


it is not because of a lack of gravity in the constitutional 
issues it presents. In United States v. Nixon, 418 U.S. 
683 , 41 L. Ed. 2d 1039. 94 S. Q. 3090 (1974) ("Nixon 
I "), and Nixon v. Administrator of General Services. 
433 U.S. 425. 53 L. Ed. 2d 867, 97 S. Ct. 2777(1977) 
("Nixon II '), the Supreme Court recognized a constitu- 
tionally grounded [**61] doctrine of executive privilege 
which holds that Presidential communications are pre- 
sumptively privileged against disclosure: 

Human experience teaches that those who expect public 
disse minat ion of their remarks may well temper candor 
with a concern for appearances and for their own inter- 
ests to the detriment of the decisionmaking process.... 


A President ... must be free to explore alternatives in 
the process of shaping policies and making decisions and 
to do so in a way many would be unwilling to express 
except privately. These are the considerations justify- 
ing a presumptive privilege for Presidential communi- 
cations. The privilege is fundamental to the operation 
of Government and inextricably rooted in the separation 
of powers under the Constitution. 

Nixon 1. 418 U.S. at 705, 708. The Court found that 
this privilege extends 

to communications in performance of a President’s re- 
sponsibilities ... and made in the process of shaping 
policies and making decisions. 

Nixon 11, 433 U.S. at 449 (quoting Nixon I. 418 U.S. at 
708, 711, 713) (internal quotation marks, [**62] brack- 
ets, and citations omined). And it set forth standards for 
evaluating intrusions on privileged communications: 

In deter minin g whether the Act disrupts the proper bal- 
ance between the coordinate branches, the proper inquiry 
focuses on the extent to which it prevents the Executive 
Branch from accomplishing its constitutionally assigned 
functions. Only where the potential for disruption is 
present must we then determine whether that impact is 
justified by an overriding need to promote [*917] ob- 
jectives within the constitutional authority of Congress. 

Id. at 443 (citations to Nixon I omitted). 

We confront in this case a task force consisting of 
the President's closest advisors that was established to 


address a paramount political priority. Because it in- 
cluded his wife-by all accounts, a person whose policy 
advice he has relied on throughout his public life-the 
Thsk Force on National Health Care Reform arguably 
was bound by law to conduct its proceedings in pub- 
lic. Given these circumstances, the considerations an- 
imating the Presidential privilege, like the President’s 
claim of privilege itself, are before us in pointed fash- 
ion. My colleagues, sensing the weight of these [**63] 
issues, hold that we may avoid addressing them through 
•prudent use" of Public Citizen's "maxim of statutory 
construction." Maj. Op. at p. 23, 1 cannot agree. 

I begin with the axiom that in interpreting a statute, a 
court must ascertain the will of the enacting Congress. 
Here I admit to detecting something of an implicit 
argument in the Government's pleadings before this 
court. To the extent that it may be discerned, this ar- 
gument begins with an assumption that Public Citizen 
’s result could not have been reached through genuine 
interpretation-interpretation that is consistent with the 
will of Congress-and ends with the conclusion that 
Public Citizen authorizes courts to avoid constitutional 
issues by ascribing implausible meanings to the most 
unambiguous language. The suggestion, I admit, is 
tempting. But it is also barred by the very decision 
on which the Government places its principal reliance. 
Public Citizen states explicitly that courts "cannot press 
statutory construction to the point of disingenuous eva- 
sion, even to avoid a constitutional question." 491 U.S. 
at 467 (internal quotation marks and citation omitted). 

The weakness of [**64] the position that FACA 
may be interpreted to exclude the Task Force is sug- 
gested by the Government's vacillation on the question 
of Mrs. Clinton's status. Before the district court, the 
Government argued that the Task Force was not subject 
to FACA because Mrs. Clinton was the functional equiv- 
alent of a federal employee. In its opening brief here, 
it argued that she was either an officer or an employee 
without saying which. On reply, it said explicitly that 
Mrs. Clinton was an "officer." And at argument, it re- 
treated to ambiguity and again refused to categorize her. 
In fact, the Government's only consistent position has 
been that FACA is not subject to those statutory defi- 
nitions of "officer" and "employee" that most logically 
apply to it. 

FACA appears in the appendix to Title 5 of the United 
States Code. Sections 2104 and 2105 of Title 5 contain 
the following definitions: 

§ 2104. Officer 

(a) For the purpose of this title, "officer", except as 
otherwise provided by this section or when specifically 


387 


Page 74 

997 F.2d 898, *917; 1993 U.S. App. LEXIS 14831. **64; LEXSEE 

21 Media L. Rep. 1705; 302 U.S. App. D.C 208 


modified, means a justice or judge of the United Slates 
and an individual who is— _ 

(1) required by law to be appointed in the civil service 
by one of the following acting [**65] in an official 
capacity— 

(A) the President; 

(B) a court of the United States; 

(Q the head of an Executive agency; or 

(D) the Secretary of a military department; 

(2) engaged in the performance of a Federal function 
under authority of law or an Executive act; and 

(3) subject to the supervision of an authority named by 
paragraph (1) of this section, or the Judicial Conference 
of the United States, while engaged in the performance 
of the duties of his office.... 

§ 2105. Employee 

(a) For the purpose of this title, "employee", except as 
otherwise provided by this section or when specifically 
modified, means an officer and an individual who is- 

(1) appointed in the civil service by one of the following 
acting in an official capacity- 

(A) the President; 

[*918] (B) a Member or Members of Congress, or the 
Congress; 

(O a member of a uniformed service; 

(D) an individual who is an employee under this section; 

(E) the head of a Government controlled corporation; or 

(F) an adjutant general designated by the Secretary con- 
cerned under section 709(c) of title 32; 

(2) engaged in the performance of a Federal function 
under authority of law or an Executive [**66] act; and 

(3) subject to the supervision of an individual named by 
paragraph (1) of this subsection while engaged in the 
performance of the duties of his position.... 

5 U.S.C . §§ 2/04. 2105 (emphasis added). 


The common denominator of these provisions is the 
requirement that both officers and employees be 'ap- 
pointed in the civil service. * In the Executive Branch, 
the civil service consists of (1) positions requiring Senate 
confirmation, (2) the 'Senior Executive Service,* (3) 
the 'competitive service," and (4) 'positions which are 
specifically excepted from the competitive service by 
or under statute." 5 U.S.C . § 2702(a). Mrs. Clinton 
does not wear any of these labels. See, e.g., 5 U.S.C. 

5 3132{ aX2) (defining 'Senior Executive Service posi- 
tion'). The Government's (and the majority's) strategy, 
then, is to argue that she need not satisfy the section 
2104 and 2105 definitions because they do not apply 
to FACA. Specifically, because FACA has been codified 
in an appendix to Title 5, not in the title proper, the 
Government contends that the sections do not govern 
the meaning [**67] of 'officer' and 'employee' as used 
in the definition of 'advisory committee.' For several 
reasons, I disagree. 

First, there is the plain meaning of the statutory lan- 
guage. An appendix to a title of the United States Code 
necessarily qualifies as a pan of that title. If it did 
not, then the appendix would be part of no title what- 
ever and would be an appendix to the Code as a whole. 
Yet FACA appears in the Code under the banner, 'Title 
5, Appendix." Because sections 2104 and 2105 state 
plainly that they apply 'for the purpose of" Title 5, and 
because FACA is a part of that title, the definitions apply 
to FACA. 

Second, Congress surely knew that FACA would be 
codified under Title 5. The same statute that adopted 
sections 2104 and 2105 also stipulated that Title 5 be 
captioned: "Government Organization and Employees." 
Pub. L. No. 89-554, 80 Stat. 378, 408-09 (1966). A 
glance at the captions of the remaining 49 titles in the 
Code confirms that Title 5 is the only one under which 
FACA could have been codified. 

Third, there are the practical considerations. The 
Ethics in Government Act, codified alongside FACA 
in Title 5’s appendix, requires financial disclosures 
from "each officer or employee [**68] in the exec- 
utive branch' who meets certain criteria. Ethics in 
Government Act of 1978, 5 U.S.C. App. 3, 55 101(a), 
101(0(3) (1991 Supp.). FACA imposes open-meeting 
and other requirements on committees not 'composed 
wholly of full-time officers or employees of the Federal 
Government." 5 U.S.C. App. 1, § 3(2) (1988). And, 
although each of those statutes contains a sizable defi- 
nitional section, neither defines either "officer" or 'em- 
ployee." See 5 U.S. C. App. 1. 53 (1988); 5 U.S. C. App. 
3. 5 109 (1991 Supp.). The Government tells us that 
those terms are intentionally left undefined even though 
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Congress took the trouble, in those statutes, to define 
terms that are of far less significance. See,e.g.,5 U.S.C. 
App . 1, fi 3(4) (1988) ("The term "Presidential advisory 
committee' means an advisory committee which advises 
the President’); 5 U.S.C. App. 3. § 109(3) (1991 Supp.) 
(" "designated agency ethics official' means an officer 
or employee who is designated to administer the provi- 
sions [**69] of this title within an agency”). But without 
definitions of "officer" and "employee," neither statute 
could be sensibly administered. The better explanation 
for the absence of these definitions is that their repetition 
in FACA and the Ethics in Government Act would have 
been redundant. 

Finally, there is the apparent reasoning behind FACA's 
location in Title S’s appendix. The United States Code 
is published pursuant to 1 U.S.C. 55 202-13 (1988). 
That law [*919] requires the codification of new laws 
in annual Code supplements and permits the publication 
of an entirely new Code every five years. See id. 5 
202. Thus, the current United States Code and sup- 
plement contain all laws of the United States that are 
"general and permanent in their nature." Id. 5 204(a). 
As of 1988. ten of the fifty U.S.C titles contained an 
appendix. See 5, 10, 11, 18, 26, 28, 40, 46, 49, 
50 U.S.C (1988). Some statutes have been placed in 
appendices because, while considered more than tem- 
porary, they are viewed as less than permanent addi- 
tions to the Code. See 40 U.S.C App. (Appalachian 
Regional Development Act of 1965). Other statutes 
have been relegated to appendices [**70] because they 
were not enacted directly by Congress. See 1 1 U.S.C. 
App. (Bankruptcy Rules and Official Forms as promul- 
gated by Supreme Court pursuant to 28 U.S. C. 5 2075). 
With respect to Title 5, Congress has divided it into 
three parts: "The Agencies Generally’ (Part I), "Civil 
Service Functions and Responsibilities” (Part II), and 
"Employees" (Part HI). See Pub. L. No. -89-554, 80 
Stat. 378 (1966), as amended by Pub. L. No. 96-54, 
5 2(a)(1), 93 Stat. 381 (1979). An appendix to Title 
5, then, is the natural place to codify statutes that relate 
to "Government Organization and Employees’ but do 
.not pertain to "The Agencies Generally," "Civil Service 
Functions and Responsibilities," or "Employees." As of 
1988, five acts, including FACA, had been codified in 
Title 5’s appendix. None of these fits within any of the 
three pigeonholes into which the main body of the title 
has been divided. 

As against all of this-the statute’s plain language, the 
imputed knowledge of its draftsmen, the practical need 
for Title 5’s definitions to apply to its appendix, and 
the apparent reasons for FACA's placement there— the 
Government can offer a bare shred [**71] of legislative 
history. It points out that the Senate version of FACA ex- 


plicitly incorporated the Title 5 definitions of "officer" 
and "employee," but that these were dropped at confer- 
ence. The question, of course, is whether the conferees 
discarded the definitions because they were redundant 
(as FACA was destined for codification under Title 5), 
or because they wished the definitions not to apply to 
FACA. 

. The evidence on this issue consists of state- 
ments from the reports of the Senate Committee 
on Government Operations and the House-Senate 
Conference Committee. Referring to the section of the 
Senate bill that incorporated definitions to be found in 
the main body of Title 5, namely, those for "agency" 
(5 U.S.C. 5 552(1)), "officer" (5 U.S.C. 5 2104), and 
"employee" (5 U.S.C. 5 2105), the Senate Report stated 
only that these three definitions had "been chosen to 
give the broadest interpretation to the coverage com- 
mensurate with generally accepted principles of law." S. 
Rep. No. 1098, 92d Cong., 2d Sess. 8 (1972). The 
Conference Committee Report merely noted that "the 
conference [**72] substitute deletes the Senate amend- 
ment definitions of "officer' and ’employee.’ ’ H.R. 
Conf. Rep. No. 1403, 92d Cong., 2d Sess. 9 (1972). 
The definition of "agency," however, was retained. 

The Government infers, from the deletion of two of 
the Senate definitions and the retention of the third, that 
the conferees found the definitions of "officer" and "em- 
ployee" inapplicable to FACA. There is a far more plau- 
sible explanation. As sections 2104 ("officer") and 2105 
("employee") were applicable to all statutes codified un- 
der Title 5, they were superfluous. The definition of 
"agency," by contrast, appears under the heading, "For 
the purpose of this subchapter-," 5 U.S.C. 5 551 (em- 
phasis added), and therefore would not apply to FACA 
unless specifically incorporated into that Act. 

Even if we could disregard the definitions found in 
Title 5, we would still be compelled to attach meanings 
to the words "officer" and "employee" that Congress 
might reasonably have had in mind. 7b this end, I have 
examined other sources for definitions of these terms. 
At the outset, 1 dismiss the possibility that Mrs. Clinton 
might be considered an employee. In these proceedings, 
[•*73] the Government has not attempted to argue that 
Mrs. Clinton is an employee for purposes of FACA— 
no doubt because her services are unpaid. Cf. Black’s 
Law Dictionary 471 (5th ed. 1979) (defining employee 
as "one who works for an employer; a person working 
for salary or wages"). And while the majority [*920] 
does assert that Mrs. Clinton "could still be regarded as 
an ’employee' ’ under FACA, Maj. Op. at p. 10, it 
too lacks an argument in support of the proposition. In 
particular, it ignores the fact that, while subsections (a) 
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and (b) of 3 U.S.C. 9 105 explicitly ’authorize! ]" the 
President "to appoint and fix the pay of [White House] 
employees," subsection 105(e), the statutory acknowl- 
edgment of the First Lady's role, is carefully phrased 
so as not to authorize her appointment as an employee 
or any remuneration for her services. An ’unpaid em- 
ployee" is an oxymoron, although an ’unpaid officer" is 
not. FACA’s strictures can be avoided, then, only if it 
can credibly be argued that Mrs. Clinton is an officer of 
the Federal Government. I can find no such argument. 

Tb begin with the beginning, the Constitution imposes 
certain requirements on those [**74] who are to serve as 
officers of the United States. Such persons must be ap- 
pointed by the President with the consent of the Senate 
unless Congress, by law, has vested the power of ap- 
pointment "in the President alone, in the Courts of Law, 
or in the Heads of Departments,’ U.S. Const, an. II, § 
2, cl. 2. Furthermore, all officers must take an oath to 
support the Constitution. Id., an. VI, cl. 3. Congress 
has enacted laws to implement these requirements. See, 
e.g., 5 U.S.C. 9 3331 (officers of the United States re- 
quired*to swear an oath); 5 U.S. C. 9 2906 (officers * oath 
to be "preserved"); J U.S.C. 9 2902 (’officers appointed 
by the President" must have commissions made out and 
sealed by the Secretary of State); 5 U.S. C. 99 3333, 73 1 1 
(anyone who accepts either ‘office or employment in the 
Government of the United States’ required to swear their 
loyalty by affidavit). Vfc have received no indication that 
any of these requirements have been met with regard to 
Mrs. Clinton. 

More generally, an officer implies an office, and an 
office implies [**75] duties. Title 1 of the United States 
Code defines "officer" by reference to an ’office’ with 
"duties"—" •officer’ includes any person authorized by 
law to perform the duties of the office.’ 1 U.S.C. § 1. 
And the Supreme Court has interpreted ‘officer" simi- 
larly with reference to the Constitution. In Bumap v. 
United States, 252 U.S. 512, 516, 64 L. Ed. 692, 40 
S. Ct. 374 (1920), the Court reasoned: ’Whether the 
incumbent is an officer or an employee is determined by 
the manner in which Congress has specifically provided 
for the creation of the several positions, their duties and 
appointment thereto." Bumap held that a 'landscape ar- 
chitect" was an employee, not an officer, because ’there 
[was] no statute which creates an office of landscape 
architect ... nor any which defines the duties of the po- 
sition," id. at 517, and because ’there [was] no statute 
which provides specifically by whom the landscape ar- 
chitect ... shall be appointed.” Id. 

The undoubted value of the services that the wives of 
Presidents have rendered their husbands and their coun- 
try notwithstanding, it cannot be said that they have 


occupied an [**76] office with duties. The provision 
of the U.S. Code on which the majority relies, 3 U.S.C. 

9 105(c), is carefully phrased so as not to name a posi- 
tion or prescribe duties a President’s spouse is to fulfill. 
In fact, section 105(e), strictly speaking, does not even 
authorize a First Lady to assist the President; rather it 
authorizes federal employees to assist the First Lady, 
and, in the course of doing so, acknowledges the assis- 
tance that First Ladies commonly render their spouses. 
In sum, Mrs. Clinton carries none of the indicia of a 
federal officer. She has neither been appointed to nor 
confirmed in the position of "First Lady," she has taken 
no oath of office, and she neither holds a statutory office 
nor performs statutory duties. 

Having searched the U.S. Code and the Government's 
briefs in vain for definitions of ’officer’ that might give 
aid and comfort to the Government, I conclude that un- 
der any fair interpretation of the term, Mrs. Clinton 
is not an officer of the United States. But to complete 
this tour through the statute books, I note that section 
105(e) does not, as the Government and the majority 
contend, require a finding [**77] that Congress has ac- 
knowledged that a President’s spouse performs the du- 
ties of an officer. Another direct congressional statement 
on the subject of the First Lady's duties appears in the 
Anti-Nepotism Act. That Act declares that public offi- 
cials (expressly including ’the President’) may [*921] 
not employ relatives (expressly including a ’wife’) in 
’a civilian position in the agency in which be is serving 
or over which he exercises jurisdiction or control.’ 5 
U.S.C. 9 3110(d), (b). The use of the definite article in 
the phrase ‘the agency in which he is serving’ appears 
to imply that every ’public official’ belongs to some 
agency and that their relatives may not be employed 
in that agency, whatever it happens to be. Moreover, 
as a matter of policy and consistency, the restrictions 
on the President under the Anti-Nepotism Act must be 
viewed to be as broad as the Executive Branch: It is 
inconceivable that Congress, in combatting nepotism, 
intended to forbid Mrs. Clinton’s service as Attorney 
General while permitting her appointment as National 
Security Advisor. Viewed purely as a matter of con- 
gressional intent, the argument that the Anti-Nepotism 
Act [**78] applies only to the Departments and not to 
the White House, see Maj. Op. atp. 12, is a weak one. 
As a result, any gravitational pull exerted in the direc- 
tion of congressional acceptance of a President’s spouse 
as a ’de facto officer’ attributable to section 105(e) is 
overwhelmed by the opposite force exerted by the Anti- 
Nepotism Act. 

One final consideration. Although we may assume 
that, when drafting FACA, Congress gave no thought to 
the possibility that a President might appoint his spouse 
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to an advisory committee, we may not assume that it 
failed to contemplate the relationship between FACA and 
the legal obligations and sanctions imposed on officers 
and employees of the Federal Government. 

As one reviews the affidavit filed with the district 
court by Ira Magaziner, Senior Advisor to the President 
for Policy Development, one is struck by the fact that 
every member of the Thsk Force and Interdepartmental 
Working Group, but one, was subject to one or more 
of the statutes that Congress has enacted to ensure the 
proper conduct of members of the Federal Govemment- 
-the "insiders," as the Government describes those who 
qualify as "full-time officers and employees" within the 
[*•79] meaning of FACA. These laws impose bur- 
densome ethics requirements. See, e.g.. Ethics in 
Government Act of 1978, 5 U.S.C. App . J, § 101(f)(3) 
(1991 Supp.) (applying financial disclosure require- 
ments on all higher paid "officers and employees" in 
the Executive Branch); id. §§ 501(a)(1), 505(2) (1991 
Supp.) (applying outside income limitations on all 
higher paid officers and employees except "special gov- 
ernment employees'); 18 U.S.C. 5 205 (1991 Supp.) 
(prohibiting any "officer or employee" from represent- 
ing outsiders in "matters affecting the Government"); 
id. § 207 (prohibiting anyone who formerly was an 
"officer or employee' from participating in certain gov- 
ernmental proceedings and decisions after leaving gov- 
ernment employment); id. § 208 (prohibiting an "of- 
ficer or employee" from "participating personally" in 
a matter affecting "a financial interest"); 5 U.S.C. § 
7324 (1988) (prohibiting an 'employee in an Executive 
agency" from taking "an active part" in political cam- 
paigns). And even though the Government argues that 
the Interdepartmental Wforiring Group was not [**80] an 
advisory committee within the meaning of FACA, Mr. 
Magaziner nevertheless took pains to stress the fact that 
every member of and consultant to the Group-whether a 
regular or special government employee, whether work- 
ing full time or part, for pay or without-was required 
to file a financial disclosure statement and to comply 
with other requirements of these laws. See Magaziner 
Affidavit, Gov’t App. at 41-43. 

These requirements, then, appear as a signal distinc- 
tion between what would normally be considered to 
be "inside" and "outside" members of advisory com- 
mittees. In fact, this distinction-the legal obligations 
and sanctions imposed on officers and employees of the 
Government as opposed to private citizens-undoubtedly 
provides a substantial pan of the justification for the very 
different requirements imposed by FACA on committees 
that are composed exclusively of federal officers and 
employees and those that are not. In enacting FACA, 
Congress found that "one of the great dangers in the 


unregulated use of advisory committees is that special 
interest groups may use their membership on such bod- 
ies to promote their private concerns." H.R. Rep. No. 
1017, 92 Cong., 2d Sess. 6 [**811 (1972). Because 
committees not composed exclusively of federal [*922] 
officers and employees have members who are not re- 
quired to foreswear their private associations and in- 
sulate themselves against potential conflicts of interest, 
FACA requires, as an alternative check, that their delib- 
erations be conducted in the open. 

When the majority states that we "need [not] consider 
whether Mrs. Clinton's presence on the Tbsk Force vio- 
lates... any conflict of interest statutes, "Maj. Op. atp. 
24 n. 10, it indicates that we have not been presented with 
claims under these statutes that call for adjudication. The 
question remains, however, whether Congress, if it had 
ever considered that the President’s spouse might be ap- 
pointed an official member of a Presidential advisory 
committee, would have labelled her an "officer or em- 
ployee" within the meaning of FACA. To put it another 
way, could Congress have intended that Mrs. Clinton, 
alone of the twelve members of the Task Force and 340 
members of the Working Group, would be entirely ex- 
empt from the reach of ethics laws that Congress has 
imposed on the President himself? I think not. 

In visiting these sundry provisions, I doubt 1 have said 
very much with [**82] which my brethren in the major- 
ity would disagree. Our disagreement centers, I think, 
not on Congress’s intent in enacting the relevant statutes, 
but on the lens through which we must view that intent 
in this particular case. The majority argues (1) that con- 
struing the phrase, "officers and employees," to exclude 
Mrs. Clinton would give rise to weighty constitutional 
issues, Maj. Op. at p. 22; (2) that the Public Citizen 
Court avoided deciding similar issues by embracing "an 
extremely strained construction of the word "utilized,’ ’ 
Maj. Op. at p. 14; (3) that "it is reasonable ... to con- 
strue section 105(c) as treating the President's spouse 
as a de facto officer or employee, * Maj. Op. at p. 
11; and hence (4) that the phrase "full-time officer or 
employee of the government" must a fortiori be read to 
apply to Mrs. Clinton, Maj. Op. at p. 24. I remain 
unconvinced. 

First, 1 do not think that section 105(e) can reason- 
ably be read to create an officer or employee, either 
de facto or otherwise; and even if it could, I do not 
think we could avail ourselves of such a reading in 
this case. I noted above that section 105(e) has been 
carefully phrased so as not to recognize [**83] an of- 
fice, an officer, or an employee. But equally impor- 
tant, 1 know of no case in which the Supreme Court 
has saved one provision from constitutional difficulty 
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by liberally construing another, entirely unrelated pro- 
vision. In Public Citizen itself, as well as in every case 
cited in Public Citizen in which the Court avoided a 
constitutional challenge, the Court sidestepped the con- 
stitutional claims presented through an interpretation of 
the statute under attack. See Public Citizen, 491 U.S. at 
465-66 (citing cases); see also id. at 465, 467 (avoiding 
a constitutional challenge to FACA by construing FACA 
5 3(2)); see also, e.g., Edward J. DeBartolo Corp. v. 
Florida Gulf Coast Bldg. &. Const r. Trades Council, 
485 U.S . 568, 575. 588, 99 L. Ed. 2d 645, 108 S. 
Ct. 1392 (1988) (avoiding a constitutional challenge to 
the National Labor Relations Act by construing NLRA 
§ 8(b)(4)); St. Martin Evangelical Lutheran Church v. 
South Dakota, 451 U.S. 772, 780-81, 788, 68 L. Ed. 2d 
612, 101 S. O. 2142 (1981) (avoiding a constitutional 
challenge to the Federal Unemployment Tax Act by con- 
struing FUTA 5 3309(b)). Because it is FACA [**84] 
that is under attack, I think that any additional degree 
of interpretive freedom we enjoy in construing FACA 
cannot be extended to a statute authorizing expenditures 
for White House staff. 

Second, I cannot believe that Public Citizen estab- 
lishes the rule my colleagues tacitly embrace. In reach- 
ing their holding, the majority implicitly distinguishes 
between ’extremely strained construction,' which, un- 
der their reading. Public Citizen permits or even re- 
quires, and ’disingenuous evasion,’ which it explicitly 
forbids. Compare Maj. Op. at p. 14 with 491 U.S. 
at 467. The rule the majority appears to adopt, then, 
is that judges must strain (but may not evade) the plain 
meaning of a statute before they may entertain an ’as- 
applied* constitutional challenge. If my colleagues are 
right, the line between ’extremely strained construction’ 
and ’disingenuous evasion’ will determine the outcome 
in every case involving an as-applied challenge pre- 
senting ’formidable 1*923] constitutional difficulties.’ 
Public Citizen, 491 U.S. at 466. While I suspect my col- 
leagues may have some sympathy (as I do) with Justice 
Kennedy's position 1**85] that the Supreme Court ma- 
jority in Public Citizen had stretched its interpretation 
of FACA "beyond the point at which such a construction 
remains ’fairly possible, ' ’ id. at 481 (Kennedy, J.. 
concurring in judgment) (emphasis in original), 1 cannot 
believe the Court intended to establish a rule requiring 
such constructions in cases posing serious constitutional 
questions. 

A review of its reasoning demonstrates that Public 
Citizen neither explicitly nor implicitly sanctions 
’strained’ statutory interpretation. Its holding-that the 
ABA Committee was not "utilized" by the President 
within the meaning of FACA-was based principally on 
three considerations. The first of these was that, in 


the Court’s memorable phrase, " ’utilize’ is a woolly 
verb," id. at 452, which necessarily requires judi- 
cial definition. Second, it recognized that a "dictio- 
nary reading [of the word ’utilize’ in] FACA’s defini- 
tion of "advisory committee' ’ would lead to a statute 
of "almost unfettered breadth" and produce ’absurd re- 
sults.’ Id. at 452 8c n.8, 452-54. Taken literally, 
FACA’s definition would have 1**85] endowed the 
President with Midas ears capable of turning any contin- 
uing source of consensus opinion into a FACA commit- 
tee. In such a world, the physicians jointly consulted 
to protect the President's health, the editorial board 
of the President’s favorite newspaper, and two dieti- 
tians jointly planning the President’s meals could all be 
classified as "Presidential advisory committees’ subject 
to regulation. Because ’the literal reading of [utilize] 
would ’compel an odd result,’ ’ the Court ’searched for 
other evidence of congressional intent to lend the term 
its proper scope.’ Id. at 454 (citation o mined). Third, 
on examining FACA’s origins and legislative history, the 
Court concluded that while ’it seems to us a close ques- 
tion whether FACA should be construed to apply to the 
ABA Committee, ... we are fairly confident it should 
not." Id. at 465. 

The Court reached this last conclusion in significant 
part oq the basis of the following passage from the FACA 
Conference Report: ’The Act does not apply to persons 
or organizations which have contractual relationships 
with Federal agencies nor to advisory committees not 
directly [**87] established by or for such agencies." 
Id. at 462 (emphasis added by Public Citizen ). The 
Court also noted that the relationship between the ABA 
Committee and the Justice Department had not fallen 
within the scope of President Kennedy’s Executive Order 
No. 1 1007, from which FACA was derived. Id. at 462- 
63. From this, the Court concluded that ’the phrase ’or 
utilized’ therefore appears to have been added simply to 
clarify that FACA applies to advisory committees estab- 
lished by the Federal Government in a generous sense of 
that term.’ id. at 462; and that ’read in this way, ... the 
word ’utilize’ docs not describe the Justice Department’s 
use of the ABA Committee,’ id. at 463. 

In applying what the majority, Maj. Op. at p. 8, has 
laconically (and accurately) described as a "rather sweep- 
ing’ statutory definition of ’advisory committee" to the 
unique relationship between the Justice Department and 
the ABA Committee, the Court concluded that it was 
more probable than not that Congress did not intend 
that FACA apply to such privately organized groups. 
Nevertheless, [**88] because it considered the question 
close in light of the broad sweep of the definition, liter- 
ally interpreted, it applied its venerable rule of statutory 
construction to tip the balance away from one that would 
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have presented "formidable constitutional difficulties.* 
Id. at 466 . 

In this case, we deal not with woolly terms but with 
the meaning of two words in common legal usage, "offi- 
cer" and 'employee.* Far from creating absurdity, literal 
interpretations of these terms are necessary in order to 
give effect to the congressional policy of drawing sharp 
distinctions between individuals outside the Government 
and those within it. And in contrast with Public Citizen, 
in which no statutory definition of 'utilize" was [*924] 
available and great weight was placed on legislative his- 
tory, definitions of both "officer" and "employee" have 
been into law by Congress. In this case, none of 

the considerations animating Public Citizen are remotely 
presented; and because we do not deal with ambiguous 
terms, there is no "balance" to be tipped by resort to 
legal maxims. Despite appearances. Public Citizen has 
little to do with the case we decide today. 

Finally, [**89] to conclude my statutory analy- 
sis, I note that the Nixon I Court engaged in a 
patently straightforward interpretation of Federal Rule 
of Criminal Procedure 17(c), 418 U.S. at 697-702, even 
though it recognized that "if we sustain! ] this challenge, 
there [will] be no occasion to reach die claim of privi- 
lege asserted." Id. at 698. Needless to say, the consid- 
erations counseling avoidance of difficult constitutional 
issues were never more pressing than on the facts of 
Nixon I. Because I can find no credible argument to the 
contrary, and because I cannot bring myself to strain the 
meaning of "officer" or "employee" to produce one, I 
would hold that the Tfcsk Force was not exempt from 
the public disclosure requirements of FACA; and having 
done so, 1 would address the constitutional implications 
of that holding. 

As 1 pointed out earlier, the Supreme Court has ac- 
knowledged a Presidential right to confidentiality that 
"is fundamental to the operation of Government and in- 
extricably rooted in the separation of powers under the 
Constitution." Nixon I, 418 U.S. at 708. Although the 
privilege is not [**90] absolute, the Court has only 
twice found that it must yield to competing constitu- 
tional interests, such as "the primary constitutional duty 
of the Judicial Branch to do justice in criminal prose- 
cutions," id. at 707; and in each case, it has protected 
the confidentiality of Presidential communications from 
unwarranted disclosure. 

In Nixon I, in which President Nixon sought to en- 
join the subpoenaing of certain of his papers, the Court 
found it necessary to 

weigh the importance of the general principle of con- 
fidentiality of Presidential communications in perfor- 


mance of the President's responsibilities against the in- 
roads of such a privilege on the fair administration of 
criminal justice. 

Id. at 711-12. It concluded that the President’s "gen- 
eralized interest in confidentiality ... cannot prevail 
over the fundamental demands of due process of law 
in the fair administration of criminal justice." Id. at 
713. Accordingly, it ordered the examination in camera 
of the papers subject to an instruction that the district 
court be scrupulous in "protecting against any release or 
publication [**9I] of material not found by the court 
[to be] probably admissible in evidence and relevant to 
the issues of the trial for which it is sought. " Id. at 714. 

Nixon II involved a balancing of the President’s inter- 
est in the confidentiality of his communications against 
other national interests. In that case, former President 
Nixon asserted the Presidential privilege in a challenge 
to the constitutionality of the Presidential Recordings 
and Materials Preservation Act, which placed his papers 
in the custody of the Administrator of General Services. 
Sec 433 U.S. at 429-30. The Supreme Court found 
that the statute was constitutional because of the Nixon 
papers' historical importance and their possible signifi- 
cance as aids to the legislative process, and because of 
"the safeguards built into the Act to prevent disclosure 
of [confidential] materials and the minimal nature of the 
intrusion into the confidentiality of the Presidency. " Id. 
at 454. Those safeguards included the requirement that 
"any party's opportunity to assert any ... constitution- 
ally based right or privilege’ be protected. Id. at 450 
[**92] (quoting section 104 of the Act). The Court con- 
cluded "that the screening process contemplated by the 
Act [, which was to be conducted by Executive Branch 
archivists,] ... will not constitute a more severe intru- 
sion into Presidential confidentiality than the in camera 
inspection by the District Court approved in [Nixon I 
]." Id. at 455. 

In these two cases, the Court permitted only the most 
limited intrusions on the privilege. FACA, by contrast, 
would have required that the Thsk Force operate in the 
full glare of provisions requiring public meetings [*925] 
and disclosure of records. It is hard to imagine condi- 
tions better calculated to suppress the "candid, objec- 
tive, and even blunt or harsh opinions," Nixon I, 418 
U.S. at 708, that the President was entitled to receive 
from the twelve advisors he had appointed to his Thsk 
Force. Because none of Congress’s purposes in enacting 
FACA are of a gravity that would justify overriding the 
Presidential privilege in this case, I would conclude that 
FACA is unconstitutional as applied to the Thsk Force. 

For the foregoing reasons, l concur only in the major- 
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LEXSEE 


ity's conclusion, in Pan f93] HI of its opinion, that 
FACA s public disclosure provisions may not be applied 
lo Ihe lisle Force. With respect to Pan IV, I agree that 


the district coun must develop further facts before it can 
determine whether the Working Group, or any division 
thereof, qualified as an advisory committee under FACA. 
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needs to call Justice on a new matter, 
she cannot reach you, she will go ahe. 
and call 

personal matter (secy did not know 
specifics ) 

i 

has an answer to one of our questior 






PHONE NO. 

501 377 0310 


7194 

7112, 7900 

303 623 9000 

501 377 0310 

2144 

7903 

7122, 7900 

501 371 0808 

7194 






NAME/AGENCY 

Brant Buck 

Bill Kennedy 

Maggie Williams 

Cheryl Mills 

Jim Lyons 

Brant Buck 

Bill Kennedy 

Steven Neuwirth 

Cheryl Mills 

Gordon Rather 

Maggie 

Mrs. Foster 
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iath Investigation 


July 20, 1993 Phone Lot 

flraflJL-Baajt 

The phone aessafe lof indicated Brant Buck called for Foster -at 
1Q;55 a. a. and left only his phone number 501-377-0310. The log 
indicated he called again at 11:11 a.m. and left the same phone 
number. 

'On August 2, I called Buck’s office and spoke to his secretary, 
Linda Johnstori. Buck was on vacation. She said 3uck did- get a 
return call fra* Foster on July 19th, but Buck had stepped away 
from his desk. Foster returned the call to Buck *t 11:17 a. a. 
central tine (12:17 a.m. eastern time). Linda hac a brief 
conversation with Foster that was characterized as noraal. nothin? 
unusual. Brant Buck is a partner in the Rose Lav Fira in 
Little Rock, Arkansas. 


Hi. 


217 n 7 


The phone cessage log indicated a call from Jia Lyons at 11:11 a.m. 
with only a phone nuaber left, 303-623-9000. L^ons is fron t u e 
Law fira Rcthgerber, Appel, Tover and Johnson in Denver, Colorado. 
I contacted Lyons by telephone on August 2nd. He had kr.c-* n Foster 
since the late 1980’s. He net him through Hillary Rochar Clinton 
and the Rose Lav Fira. They had worked together an the Campaign". 
Lyons vas going to be in Washington on Wednesday, Julv 21st. 

Re had called and spoken with Foster Sunday July i3th between 3:00- 
9:00 p.a. eastern tine ar.d they had agreed to aeet for dinne- 
Wednesday. 

Lyons had told Foster he would call him and let hi= know when he 
would leave Denver and arrive in Washington . This is the reascr. 
for t..e phor.e cessage cn the aornir.g at July 20, 1993. 

harden Rather 

The .?. hone ses3 ** e log indicated that a Cordon Rather called Foster 
at 2:14 p.a. and left his phone number, 501-271-0803 , ar.c a message 
was noted by the administrative assistant ’personal matter (sec- 
did net knew specifics I" • 
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HEADLINE: The Distant Drum of C. Boyden Gray; 

The President's Friend and Ethics Czar, Pursuing His Causes & Clashing With 
Insiders 

BYLINE: Phil McCombs, Washington Post Staff Writer 
BODY: 

C. Boyden Gray multimillionaire tobacco heir. Harvard '64, certified member 
of America's patrician elite and now President Bush's controversial White House 
counsel and ethics czar -- rams the pedal to the metal. 

His long hair flying wildly, a chortle on his lips and a wicked gleam in his 
eye, "CB" --as his blueblood buddies call him shouts over the wind, "See if I 
can race this Porsche!" 

He eyes the Porsche, which has come from behind to snake around the battered 
old methanol -powered Chevy that he's piloting along the George Washington 
' -kway . 

rrrrrrrrrrrrrrr-auh-RRRRRRRRRRR! goes CB's engine. 

"Huh huh, hahaha, HAHAHA! " goes CB uncharacteristically, it might seem, for a 
lean, 6-foot-6, ascetic -appearing man with thick bushy eyebrows who's given to 
striding around the White House like some stoop- shouldered Ichabod Crane with a 
somewhat distracted, professorial air. . 

He pushes his Chevy past 75 mph, pressing toward 80. 

"It doesn't stop!" he shouts, referring to the zip the 110-octane, 
low-pollution alcohol fuel made from natural gas gives the ancient Chevy. "It 
keeps on going. IT JUST KEEPS ON GOING!" 

But the Porsche gets away. 

Did it occur to Gray as he revved more than 20 mph over the limit that it 
might not do the president any good if his legal counsel got picked up for 
speeding? 

Well, sort of. 

"I don't really want to get picked up," he grinned, lifting his foot. But a 
moment later he jammed it down again, in the passionate belief that alcohol 
^’’els are the solution to the nation's energy problems. 

Did it occur to Gray last weekend, when he publicly criticized aspects of the 
administration's triumphant bipartisan accord with Congress on Central 
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Jfcssrica, that this kind of publicity might not do the president any good? 

Gray, 45, may be one of Bush's most trusted aides, but it's being said in the 
White House and elsewhere in Republican circles that this free- thinking maverick 
is a political bumbler who's hurting his boss. 


That he's dabbling in policy and pushing pet projects like alcohol fuel when 
he should stick to his job of lawyering for the president. 


■He's politically inept, that's his problem," says a major Republican 
operative. "The guy is very well meaning, but he's got a political naivete'. He 
kept pushing thi« grain stuff [grain is the source of ethanol, another alcohol 
fuel] back in Iowa'. He overdid it. He just didn't have the perspective." 


A Bush staffer who watched Gray at work during the campaign recalls that "in 
senior staff meetings he'd go on about something out of this world. You'd be in 
a meeting 10 days before Iowa and he would blow on about some insane thing in 
the paper on methane . ■ 

■This guy," sums up a key Republican observer, "is not coming across as a 
suave Washington insider who knows the ways of power. He comes across as a 
lawyer who's in over his head.” 

Gray's eight years as Bush's vice presidential counsel, in this observer's 
view, "didn't include any heavy lifting. He was basically standby equipment." 

Gray, whose legal brilliance is unquestioned --he clerked for Earl Warren 
1 later became a partner at Wilmer, Cutler & Pickering --is offended by these 
suggestions. 

■I don't think I'm politically dumb," he protests, "I really don't ... The 
ethanol thing was such an explosive and powerful issue in the farm community. 

The argument could be made it made a big impact in the Illinois primary against 
[Sen. Robert] Dole." 


But with the administration barely two months old, the flaps continue. 

In the latest. White House Chief of Staff John H. Sununu this week rebuked 
Gray for his public criticism of the Central America accord that Secretary of 
State James A. Baker III had worked out with Congress. Gray believed that it 
might encroach on the constitutional powers of the president, amounting to a 
legislative veto, but his sin was telling this to The New York Times. 

■Judgment was lacking," a senior administration official was quoted as 
saying . 

Gray wouldn't comment, but another administration official came to his 
defense, saying, "He has an academic interest in the whole subject of 
legislative vetoes, and part of his job is to protect Bush's position. This 
could set a precedent for the future, and he was doing his job by questioning 
it . " 


Still, it didn't look good in public. 
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And it was the second time in recent weeks that Gray had clashed bitterly 

:h Baker -- whose ties with the president go back much further than Gray's. 

Gray, designated by the president to enforce ethical standards in reviewing 
financial and personal information on the new administration's appointees, had 
been privately pressing Baker to sell a large block of stock in a bank holding 
company with outstanding loans to Third World countries. Suddenly news of this 
dispute appeared on the front page of The Washington Post. 

Baker sold the stock but was said to be "wild" with rage at Gray,' thinking 
the counsel planted the story, which Gray as much as admitted to The Wall Street 
Journal. He said he mentioned Baker's situation to reporters as one of several 
examples of troubles officials face in dealing with family businesses. 

"Baker will kill him for it," says a Republican observer. "Baker likes to toy 
with people like that. He will, over time, destroy his credibility." 

Asked if he's mad at Gray, Baker smiles blandly and says, "No, he's doing his 
job -- as he sees it." 

Gray viewed the matter, he says, in purely legal terms. "I don't know him 
personally, " he says of Baker, "but the law changed in 1988 or 1987 and X 
basically had no choice." 

Earlier, Gray had come under fire for taking a legalistic approach in 
assessing the FBI reports on defense secretary-designate John Tower. At a time 

*»n Sununu wasn't yet fully in charge, it fell to Gray to read the reports and 

plain their significance to Bush. Several administration sources believe he 
focused too narrowly on whether Tower was guilty of serious wrongdoing, rather 
than considering whether Senate Democrats could mount a political offensive. 

"But I wasn't the political manager!" retorts Gray in his own defense. "I 
don't know who was -- Sununu, [White House congressional liaison Fred] McClure, 
but not me. I'm not the point man ... My role was not to make political 
judgments about it. I had nothing to do with the selection of Tower to begin 
with. " 


In a particularly noticeable lapse, Gray, the ethics watchdog, failed to 
bring his own finances into line with Bush's stated standards. Two weeks after 
the inauguration, he hurriedly resigned his position with a family 
communi cat ions company and took steps to put his extensive holdings into a blind 
trust after disclosures in the press that he had accepted thousands of dollars 
in fees while serving as counsel to then-Vice President Bush. 

"Doonesbury" jumped on that one. 

Some believe that Gray' s own embarrassment led him to leak the Baker 
information a few days later in order to get the spotlight off himself -- 
politically unpardonable, if true. 

Again, Gray gives a narrow interpretation, saying he didn't technically do 
^ything improper. 

"I didn't have to set up a blind trust," he says. "I thought I'd done the one 
better thing, which is to sell everything that posed a potential conflict . . . 
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I didn't have that much anyway because I'd been selling all throughout the 
riod of the vice presidency." 

•It definitely looked bad," says Frederick Khedouri, the vice president's 
deputy chief of staff in 1985-86. "Sometimes Boyden exhibits characteristics 
that in other people have been described as absent-mindedness." 

Or, says a Republican insider, it might be "the noblesse oblige concept that 
the rules don't apply to me because I'm a certain class of person." 

To Gray's oldest and dearest friends, the idea that he did wrong is 
impossible to entertain. "To have CB, of all people, come under ethics charges l" 
says Tom Goodwin, who helped vote Gray into the exclusive Porcellian club at 
Harvard and who now runs a Washington television production company. "He's one 
of the most honorable people I know. He just wouldn't do that." 

■Well," says Gray, "it was embarrassing to be in ' Doonesbury, ' you know. It's 
not fun." 


Sununu and others in the White House may be mad at him, but Gray' s 
relationship with Bush --a strong friendship, really, that developed when he 
was vice presidential counsel -- remains solid. Bush has "developed a confidence 
and trust level with Boyden that's not going to be shaken," says Republican 
National Committee Chairman Lee Atwater. 


Gray was Bush's first presidential appointment. 

A White House insider, asked if the flaps had affected the Gray-Bush 
relationship, says simply, "No. Why should it?" 

There are those who believe the chemistry between the two men is based on 
their patrician origins. "I'm totally convinced it's class solidarity and 
nothing else," says a source who worked with the two during the vice 
presidential years. "Boyden's background is amazingly similar to Bush's -- they 
come from this narrow spectrum of American society. The president feels very 
comfortable around him, and it enables Boyden to understand better what goes on 
in the president's mind. I mean, how many rich WASPs are there anymore?" 

Bush and Gray belong to the Alibi Club, perhaps the most exclusive and 
secretive club in Washington with just 50 members. Their fathers were golfing 
buddies. Gordon Gray, who died in 1982 (whose own father had been a president 
and chairman of the R.J. Reynolds Tobacco Co.), was national security adviser to 
President Dwight D. Eisenhower, secretary of the Army for President Harry S 
Truman and president of the University of North Carolina. 

•Boyden's father was what you might call one of 'The Wise Men' of that 
generation," says Lloyd Cutler, former White House counsel to President Jimmy 
Carter and Boyden Gray's mentor at Wilmer, Cutler & Pickering. "He was a 
citizen-statesman who followed the tradition of Cincinnatus . . . Boyden is in 
that mold of citizen-statesman." 


Indeed, Clayland Boyden Gray seems relaxed and comfortable poking around in 
i large, wood-paneled West Wing office. In the way that only the very rich can 
manage, he's rumpled and tweedy and looks as if he would greatly benefit if 
someone would buy him a new shirt. There's a huge hole in the bottom of one of 
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Ms shoes, and you get the feeling that if he were preparing to drink a martini, 
might casually stir it with his finger. 

■It's my way of trying to hide my family assets," he joked once when Sen. Sam 
Nunn (D-Ga.) noticed the hole in his shoe. Gray is worth more than $ 10 million. 


Sprawled on the sofa, warily eyeing his visitor, he's charming and funny and 
serious by turns. He talks about his job as counsel, about the flaps, but seems 
happier by far when he manages to turn the conversation to Thomas S. Kuhn's "The 
Structure of Scientific Revolutions" and its theory on cultural resistance to 
"paradigm shift, the way people think, and why they resist" new ideas like 
alcohol fuels. 


Bush, he notes, pushed alcohol fuels during his vice presidency --at first 
as a matter of energy security, and later for environmental reasons. 

"At one point," Gray recalls, "I remember Dwayne Andreas [head of Archer 
Daniels Midland, the giant of the ethanol industry] dragging me aside at dinner 
or something and saying" -- here Gray assumes a deep voice -- ■ 'Yew oughta tell 
George, m'boy, tell Georrrrrge, that he, uh, could really make a big thing in 
the farm belt by pushing ethanol as a pollution control measure.' And I thought 
to myself, 'You jerk, I was the one who told your people that it had this 
benefit!' " 


It's not long into the interview before Gray mentions in passing that his old 
college buddy Billy Nitze (Paul Nitze's son) was "having lunch today with the 
■»sident, and he asked me to go down." A little later he mentions that he's 
uvolved in lunch Friday with the president . . . Baker, (national security 
adviser Brent] Scowcroft, (drug czar William] Bennett and myself." 

It's kind of hard to miss the point. 

The phone rings, and he takes the call. "I talked to the president about it 
at noon," he says to someone. "I told him it was a tricky business." 

Another call comes and, after keeping the second caller on hold for a minute 
or so, he finally tells the first, "I got Senator Tower waiting on another 
line . " 


He switches to Tower, whose nomination, half an hour earlier, was deep-sixed 
by the Senate. 

•Yes, sir," he says. " ... I'm sorry chat it happened, but I thought it was 
as dignified as possible." 

Gray then chuckles at some witticism of Tower's, and hangs up. 

He describes his interactions with Bush, modestly, as "just a good working 
relationship. " 

The long vice presidential years -- during which Bush and Gray, among other 
flings, spearheaded President Ronald Reagan's effort to reduce government 

julations -- put the two men through what Gray calls "some testing, which 
provides a basis for a working relationship." 
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Now, a a a result, the president "knows what ray strengths and weaknesses are 
he knows when he can trust me, I think, and when he should get somebody else 
do something that is not my area of expertise." 

Gray's job, he says, has included advising the president on the Eastern Air 
Lines strike, reviewing his speeches for legal glitches, coordinating with the 
National Security Council on the legal implications of presidential actions, and 
so on. He also says he's been working on the president's proposals for revisions 
of the Clean Air Act that will soon go to Congress -- this last item being a 
prime example, in the view of some White House sources, of Gray's meddling in 
policy matters. 


■I'm interested," Gray responds coolly, "in issues involving the environment, 
as to which I have some expertise." Nevertheless, he insists his job generally 
•is not to be political. That's Atwater's job. That's other people's job." 


Cutler says "everything depends on the president and the use he makes of his 
counsel." It's important, he says, for the counsel to "have the guts to bring 
things up even if it makes others mad . . . Boyden is maybe not wily and 
ingratiating, but I think that's one of his strengths ... He's the very essence 
of integrity." 


Most of his time now. Gray says, is still spent on FBI clearances for new 
appointees. Bush promised during the campaign higher ethical standards than 
Reagan's, and it has fallen to Gray to monitor this. At the same time, 
recommendations of the President's Commission on Federal Ethics Law Reform are 
’ ing forwarded to Congress. 


"It's an impossible job," Gray says. "I can see how I make enemies. You tell 
people that they can't do this and that." But, he adds, "hopefully the message 
has gotten out that the president feels very, very strongly about these issues 
... People know they've got to be on their toes." 


There is about Gray, personally, a strange mixture of madcap gaiety --he 
frequently attends parties,' and stays in touch with scores of old friends -- and 
a deep sadness that somehow makes itself felt. N 


He's been unlucky in love. He got married late, to Carol Elizabeth Taylor, a 
Washington ceramist in her twenties whom he met near his summer place in Maine. 
It was a gala wedding with a reception at the Metropolitan Club attended by the 
Bushes. Gray and his wife had one child, a girl, but are now separated. 

He worked long hours then, as now, and it was a sore point in the marriage. 
"It's terribly sad," says Angela Galaud, an artist and friend. "He's almost 
naive, in a way, about everyday life. He sort of operates on a higher plane." 

Earlier, Gray spent many years intensely -- and platonically -- involved with 
a beautiful woman who was fighting cancer. She won the fight, but they didn't 
marry. "There's sadness because he's spent so much time alone," says a woman who 
knows him well. "It's a very lovely part of him, that he would allow himself to 
be that way, instead of saying that anyone would do for a wife. He's a gentle 
soul . ■ 


"I don't understand his unhappiness," says Drewry James Jones Jr., a Raleigh 
lawyer who went to law school at North Carolina with Gray. "He probably 
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doesn't understand it himself, but I suspect all his workaholism may fulfill 
te need not met elsewhere." 


Actually, Gray does sort of understand it, and takes a stab at self -analysis 
in recounting his background. Growing up with three brothers and a sister in 
Chapel Hill, when his father was president of the university, was a blissful 
early existence -- but his father was busy and distant, and his mother died when 
he was only 10 . He remembers her punishing him one time by "whacking away at me 
with a brush and it broke, the pieces flew across the room and I kept on crying, 
and she was laughing. She shook me and said, 'You're supposed to be laughing, 
not crying!' She had a great sense of humor. She thought it was the funniest 
thing that ever happened." 

He was sent to boarding school at St. Mark's in Massachusetts, and then to 
Harvard, where he studied history, was on the board of the Crimson, and 
graduated magna cum laude. But "I was always," he says, "odd man out isn't the 
right word, but always different." 

He was a Southerner in the North at a time when Southerners were suspect as 
racist yahoos. In addition, "I came from a relatively wealthy background. I felt 
different because ... I was more or less conservative" at a time when radical 
chic was on the rise. 


After a stint as am officer in the Marine Corps -- "I didn't see how I could 
avoid [military service] with a father who had been secretary of the Army" --he 
returned to North Carolina for law school. He again found himself, because of 
’ •? years in the North, a social outsider. 

From the start, Gray shone intellectually. "He's one of the brightest people 
I've ever met," says Charlie Shaffer, an Atlanta attorney who grew up with him 
in Chapel Hill. "He was a year younger than everybody in grade school, but he 
had this tremendous brainpower." 

Gray was first in his class and editor of the law review at North Carolina, 
then went on to a prestigious clerkship for Chief Justice Earl Warren, who liked 
matching wits with an ideologically conservative clerk. 

Trained as an antitrust litigator, Gray found himself at Wilmer Cutler doing 
some government agency work and planning strategy for lobbyists. He was there 12 
years, became a partner and helped fight antitrust legislation and lobby 
disclosure laws. 


In December 1980, Deanne C. Siemer, a colleague at Wilmer Cutler, suggested 
Gray as a counsel for the new vice president. "I never thought I'd stay eight 
years," Gray says, "but he constantly made it interesting and challenging." 

The sadness in Gray's life, his friends say, unexpectedly helped bring about 
a happy political gain for Bush. Early in their deregulation work, Bush and Gray 
decided not to press for changes in regulations that help the handicapped --a 
major victory at the time for the handicapped rights movement. 

According to Evan Kemp, a handicapped rights leader and commissioner at the 
lal Employment Opportunity Commission, Gray came on as "a wonderful, warm 
person" who "instinctively understood disability." Gray himself says the 
emotional shocks of his mother's death, his father's distance and his 
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In the presidential campaign, he seized on rights for the disabled as an 
issue and prevailed on Bush to mention it prominently in his acceptance speech 
and elsewhere. Millions of Americans are disabled in one way or another, and 
Gray's efforts apparently had an effect, according to Louis Genevie, a vice 
president of the Louis Harris polling organization, who studied the matter. 


•The data demonstrate," he wrote to a Sununu aide after the election, "that 1 
to 3 points of President-elect Bush's 7-point margin of victory are directly 
attributable to the swing in disabled voters from their traditional Democratic 
leanings toward the President-elect after he pledged to include disabled voters 
in the mainstream. • 

Says Atwater: "Boyden was very sensitive politically on the disabled matter, 
and he helped a lot of us see the light on that ... He had a sincere belief and 
conviction, amd he pursued it with feeling." 

Showing off his battered old car, Gray seems totally relaxed and happy. 

He slows, accelerates, slows, accelerates. 

RRJUlRMMMMMMMMAAMAMA Mmnunmmmmmmmmmmmrn 

"Not bad," he muses. " ... The paradigm shift, yeah. That's just something 
I'm curious about. I'd recommend to you the biography of [Sir Alexander] 

■iming, the discoverer of penicillin. Talk about difficulty in getting a new 
„ oduct acceptedl I mean, think where we'd be if we didn't have antibiotics ... 


rrrrrrrr RAGGHGGGGGmmrara 

" ... but it took 12 years, the Second World War and am outbreak of gonorrhea 
in North Africa in order to spring it loose, and it took Churchill's personal 
intervention l • 

RHUMl RHUM1 RHUM! 

He crosses Chain Bridge, heads back toward town along the carnal --a little 
more gently now. 

rrrr rr rrrrr r rr rr rr r 

•Alcohol fuel is much smoother, too," he says. "Gasoline has 40 or 50 
different compounds in it that detonate at different times. Ethanol is just one 
compound. There's no shaking amd rattling." 

rr r rrr x r r 

He pulls up in front of the White House. 

■Not a bad car, huh?" 
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GRAPHIC: PHOTO, C. BOYDEN GRAY AND HIS METHANOL- POWERED CHEVROLET. WAYNE • 
1TLOW; , C. BOYDEN GRAY, WHITE HOUSE COUNSEL. 


LANGUAGE: ENGLISH 
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An all-star New York lawyer disputes the idea that he's become a White House 
bumbler. 

BYLINE; By David Margolick 
BODY; 

Early in the afternoon of June 3, as the candidacy of Lani Guinier 
disintegrated and the search for a Supreme Court Justice intensified, Bernard 
Nusabaum slipped out of the White House counsel's office. He had an appointment 
in New York, and he was determined to keep it. 

• Months earlier, before names like Zoe, Kimba and Lani were to be bandied 
about as often as Oprah, the Federal Bar Council of New York made plans to honor 
Mr. Nussbaum, its past president. When the event rolled around, the 58-year-old 
lawyer received the usual lawyerly doo-dad -- this time, an antique British wig 
box -- but also something far more precious: a loving hometown respite from the 
'"nger-pointing, second-guessing, and character-assassinating he was enduring in 
jhington . 

•It was a wonderful evening, - Mr. Nussbaum said in a telephone interview 
from the White House. "The fact that 450 members of the bar would come to say 
'hello' in the midst of all these attacks was very touching. It gave me the 
strength to go back and face the wolves . - 

Changes of venue can produce startling results, but Mr. Nussbaum' a move has 
proven to be the most dramatic since Simi Valley. In two decades at the New York 
firm of Wachtell, Lipton, Rosen & Katz -- interrupted only by a Watergate-era 
stint as counsel to the House Judiciary Committee, during which he supervised a 
young lawyer named Hillary Rodham --he won a reputation for brilliance and 
savvy. He was literally a lawyers' lawyer, the man firms like Sullivan & 

Cromwell and Kaye, Scholer, Fierman, Handler & Hays turned to when they got in 
trouble. 

But a short shuttle ride away in Washington, where he was supposed to supply 
some gray-haired wisdom to the White House kiddie corps, a different Mr. 

Nussbaum has emerged, at least to his mostly anonymous critics: politically 
naive, ham-handed, tone-deaf. It was he, they charged, who was responsible for 
President Clinton's trifecta of failures -- his first two candidates for 
Attorney General, Zoe Baird and Kimba Wood, and now, Lani Guinier, the 
star-crossed choice to head the Justice Department's civil rights division. 

As Ms. Guinier went down, only hours after the standing- room-only crowd feted 
. Nussbaum at the Harvard Club, so did his star inside the Beltway. Time 
i%«gazine called him "bumbling." "That's strike three, Bernie, - declared 
Newsweek. Under the headline "Nussbaum Sized Up for the Blindfold," The 


406 


The New York Tines, June 11, 1993 
Washington Post speculated he was already en route to the egress. 


PAGE 28 


With a Justice still to be selected and myriad other emergencies to tend to, 
Mr. Nussbaum is giving few interviews, even to defend himself. Only with Lani 
Guinier, he said, had he miscalculated, by assuming that any difficulties posed 
by her academic writing would be outweighed by her record as a civil rights 
litigator. 


He boasted of the appointments that worked, particularly of Attorney General 
Janet Reno and her top aides. He insisted that the skills he had picked up in 
takeover litigation — toughness, the ability to keep cool in a crisis and make 
quick decisions on imperfect information -- mattered more than more Washington 
seasoning. And he laughed off the press criticism. "It's sheer nonsense," he 
said. "It goes with the territory." 

He said he retained the confidence of the only man who mattered. "When you're 
down to one client -- the President — the only thing that counts is your 
relationship with that client," he said. "If that relationship is good, then bad 
stories mean nothing. If that relationship is bad, then good stories don't mean 
anything. My relationship -with the President is good." 


"I see the President any time I think it's reasonably necessary," he 
continued. "Unfortunately, it's been necessary too many times." 


Mr. Nussbaum conceded he had not anticipated how hyperscrut ini zing and 
jaundiced the eyes of Washington are. But for all abuse, he said there was "no 
inder job for a lawyer in the United States. "This President is trying to turn 
*s country around," he said. "To be able to help him do that is glorious." 

In Mr. Nussbaum' s current rarefied world, even the relaxation is memorable. 
During the N.C.A.A. basketball tournament, for instance, he and his family 

joined the Clintons and Barbra Streisand at the White House to watch the 

Arkansas-North Carolina game. His 83-year-old mother has also visited the White 
House. His wife and daughter got an inscribed photograph of themselves with Mr. 

Clinton, who wrote: "To Toby and Emily. Thanks for visiting me and my lawyer at 

the White House." 


Mr. Nussbaum' s days start around 7:30, when he leaves his apartment in the 
Watergate Complex. Seldom does he return before 10 at night. Simple pleasures, 
like dinners out or movies, have become rare treats. 


"This is an all-consuming job," he said. "Every fiber, every talent that I 
have is being used. And to some extent, I'm still learning." 

GRAPHIC: Drawing 

LANGUAGE: ENGLISH 
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HEADLINE: THE WHITEWATER INQUIRY? 

Text of Resignation Letter and Clinton Reply 

BYLINE: Special to The New York Times 

DATELINE: WASHINGTON, March 5 

BODY: 

Following is the text of the letter of resignation sent to President Clinton 
today by Bernard W. Nussbaum, the White House counsel, and excerpts from the 
President's letter in response: 

Dear Mr. President: 

It has been a great honor and privilege to serve you as Counsel to the 
President. I am proud of the accomplishments of this Administration and those 
that I know will be achieved in the months and years to come. I am also proud of 
•* many contributions my office has made to the wide array of policy 
. atiativee of your Administration. 

It was also an honor to have assisted in your choice of Janet Reno to be 
Attorney General of the United States, Louis J. Freeh to be the Director of the 
Federal Bureau of Investigation, and Ruth Bader Ginsburg to ait on the Supreme 
Court of the United States. I am particularly proud of assisting in your 
selection of more than 60 men and women of the most distinguished and diverse 
backgrounds ever to serve on the Federal bench. 

As I know you know, from the day I became Counsel, ray sole objective was to 
serve you as well and as effectively aa I could, consistent with the rules of 
law, standards of ethics, and the highest traditions of the Bar. At all times I 
have conducted the Office of the White House Counsel and performed the duties of 
Counsel to the President in an absolutely legal and ethical manner. 

Unfortunately, a a a result of controversy generated by those who do not 
understand, nor wish to understand the role and obligations of a lawyer, even 
one acting as White House Counsel, I now believe I can best serve you by 
returning to private life. With this letter I am therefore tendering ray 
resignation. It will be effective April S. 1994, to assist you in arranging for 
an orderly transition in the Counsel's office. 

I will always value your friendship and that of the First Lady, and will 
always be graceful for the opportunity you gave me to serve. I wish you both the 
very best. 
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Dear Bernie : • 

With deep regret, I accept your deciaion to reaign aa Counael to the 
President. Your friendship and advice have meant a great deal to me over the 
years. 


You played an especially significant role in the selections of Attorney 
General Janet Reno, F.B.I. Director Louis Freeh and Associate Justice Ruth Bader 
Ginsberg. . . . 

It has been said that the best a man can give is his living spirit to a 
service that is not easy. And we have worked together in Washington at a time 
when serving is hard. But you gave this Administration one of its liveliest 
soirits and keenest minds, along with your special reverence for duty and 
friendship. For these contributions, I will be forever grateful; for your 
accomplishments, I hope you will be forever proud. 

LANGUAGE : ENGLISH 

LOAD-DATE: March 7, 1994 
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SECTION: OP-ED; Opinion and Commentary; Pg. 23 
LENGTH: 4437 words 

HEADLINE: Nussbaum Defends Concoct as Counsel 

BYLINE: By Bernard Nussbaum 

BODY: 

In New York Bernard Nussbaum made his name as a high-energy, white-collar 
litigator adept at coping with crises. In Washington, Nussbaum is known as the 
White House counsel who was consumed by crises --so much so that he felt 
compelled to resign his job b?.r»ly more than a year after assuming office. 

So it ir perhaps r.o surprise that Nussbaum chose the comparative warmth of 
his native New York as the place tc speak out publicly on his troubled tenure in 
the nation'* capital. 

In a Ncv. IS address delivered to Che Association of the Bar of the City of 
New York. Nussfcoun defended his conduct as counsel -- especially his handling 
of sensitive rate-rials tr. the aftermath of cclleacue Vincent Foster Jr.'s 
suicide, : hi* decision to meet with Treasury Deoarcment officials about the 
Uhitew-.tcr ftr.ir. 


Nusrbr.urr., now a partner with v.v.chtell , Lipton, Rosen fc Katr in New York, says 
that if he rad it tc dc over ac:.t:», ue would handle the matters the same way. 
What f cll~.v; are excerpts fro: = Iwv. 15 address. 

I spent ? 0 years practicing * v.. ir. New Ycr< , and no one outside of this town, 
perhaps tui_* rccr., ever heard cf me. I spent a little over a year in 
Washir.gtr: . a:v;, fer a short time I was known from coast to coast. 

Now t: -t I .vr. *■ nefc ir. New York. I realize that Andy Warhol was right; Anyone 
can be :.*•• ‘* s for 15 minutes, v.r.a t War.nol did not explain -- but what I now 
know -- : 15 minutes i3 plenty. 1 should have known there was some risk 

in goir.~ tc • .-hung ton . After years of building a career, I let my practice 
shrink tc c r.e client. 

After yecr* cf v.-crkir.v in -_f. ;e bui.iinas, I started working out of my 

client's v: ;s:-. 

Ar.d a Yor-fr, above all, cncu-d rave teen wary of accepting a job from 
somec -.e i * h : y*i;3rv«j f cl 3 tv.- ir.c hvc everywhere. But it was an offer I 

cculd 

I dt* : ‘ 'v. s 1 t ir. ..'’rhi:.." c: .. l you .iarr. from your mistakes, then even 
The N:v . • ’.hi -Inc r a t it * ise by now. Some of th se lessons were 

rat. * r -cts -- how - -..it .oulc paid, wny a ha rcut is sometimes 

a bee. t . . n z~ ~ z :! •* :1 at za 
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But in hindsichr, I think tear manycf the strange events of’ ray year in 
Washington fit into a bigger picture They illuminate, for better and worse, the 
times in which we are living. For that reason, I would like to talk a bit about 
my own experience as counsel to the president and reflect upon some broader 
issues ratted by that experience. 

My fir~r jcb almost two years ago was to participate in a transition from a 
Republican administration to a Democratic administration, after the Democrats 
had been cut cf executive power for so many years. It was not easy, and, to 
some extent, the transition is still going on. 

In view of [the Mov. 9] election results, it may well be that by the time 
this transition ends, another one will begin. But I would not bet on it -- life 
has a way of playing strange tricks on us all. Republicans as well as 
Democrats. If he were alive, you could ask a former distinguished member of our 
bar -- Tom r-vey. In any event, to envision what it was like two years ago -- 
and vhat * be like two years from now -- imagine entering your law firm one 

day in M- Imagine being told that by rid- January everyone and everything 

would be -- -”ery partner, associate, paralegal, secretary, messenger, 

every me: 1. _ v:l file*. * Hut you had to see tc it that the firm would be fully 
ever; tic: - -.at it be prepared to handle crisis matters on a daily basis, with 

an entire. r. .♦ team, both of professionals ar.d support staff. 

This is what happens , but only on a more significant scale, when there is a 
change of political party in tr.e White House. Obviously, it is important to the 
national .mere®: for tbs trans.ticn tc be as efficient and effective as 
possible. -b * ere burps along the way. But, overall, it worked fairly well. 

' .’n rxce*'e- t Little Lav. - Firm' 

Irde- * in -.he space cf a few months, we created in the White House an 
excelle- I't'l-s 1 -.v firm of a dccen lawyers. We did it the old-fashioned way, 
by a* tr- 1 g -\rry good people. . . . Apart from the appointments process, the 

cour. el ' • -If re - as ccr. uited by tne president and other members of the White 
House st: if c the legal and constitutional implications raised by a host of 
issv.*s: fee-, ays ir. the military to ILAFTA, to the siege at Waco, to child 
norr-grar.-.y 1 rn , tc civil ncr.ts. to the crime legislation, to lobbying reform, 
to t.'.e h -. -I •*!*.- initiative. :c actions respecting Iraq, Somalia, Haiti, 
“-snia, :: 

T!:e r-‘~ It" is that today, at the highest levels of government . as in 
busi: es , : . are very few c nines you can d' without consulting your lawyer 

some- h- tr.-i line. 


- little lav firm it was, as you can see, a full plate. There was 
i -7-:. It was an exhilarating time. Mow I know tr.ac the matters I 
e re net necessarily the things I am best known for. Other items 

“tr-’ ccvera-e ir. - . - cr^ss -- particularly, the review and handling 

— deputy's - 1 f ice after his deair, and certa.n meetings I had with 
: : - a.-is_ .c cut : the l.'ritewaier matter. 

Tlti-- y. “ resulted in. t.:e nor. trover.-/ which led to m .- coming home. 

I t---- . ... ?cr -^.att =rs before Senate and H:use committees 

* t e c ur.“-._ a c _ u i two the morning. If you did not 
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watch as I coroeted with Jay Leno and Cavid letterman for the late-night 
audience , ycu probably cc not want to be kept that late here. So I will spare 
you the details of that testimony. 

Besides, a full account of my appearance before the two committees would 
shock many of you -- you would learn that, for once, I did not do most of the 
talking. 

But I do want to spend a little time telling you about the matter which 
caused such controversy. I want to do so not simply to tell war stories, or 
defend rr.y r.cr.cr. I want to do so because I believe my experiences are 
emblematic c: a problem that is much larger than the problems of one man. 

' run-’amer.cnl Misunderstanding' 

That larger prcblem it the f r 1 lowing : The media -- and. as a result, the 
public -- see:., tc be laboring :tir & rather fundamental misunoerscanding of the 
rcl * of ere president's .punsel The principal source of that misunderstanding, 
I chink, s t::j failure :o apcr .:ace seme thing that one might have though 
oh vie US; che f*>ct ch.r.t tne president's lawyer is a lawyer, and that every lawyer 
-- -*-en c r r- resenting the president in his official capacity -- has an 
c u l: ci" •_ • •••’■■jsen: his client faitnfuilt and zealous.y. 

^ ... simply o misunderstanding. Wnat I wane to suggest tonight is 

that my < “Let : (in general) and some in the media {in particular) have it 
e-r; -! • r *•. The pitblem is not that lawyers who are in the public arena 

are tro : - .c ■ ir. representing their clients; it is chat they --and others in 
che ••.blit *r m -- are often r.ct zealous enough, because of a fear of 
?yp- rant--, c negative publicity and, consequently, of unpopularity, of loss 
o ' ; -rit: *•-. . 


I will -f ■***. rr. thir a little lat=r on. Right now, let me describe an 
e::p ”i n ~ rreratei a barrage oc criticism, but which goes to the role of 

'■ - 1 :i* ce Hcise -- ar.* z Z cid after cr.e tragic death of my deputy, 

Vince Fcsc _r committed suicide, we at the White House lost 
« - - *' u « - *gr.if icar.i human being. He was the co-senior partner of 

* • 1 -- - iL n we created, and it's hard to imagine having a better one. 

... 1 > .11 al..?ys rr;.-;.- nim. 

Torn alter Vince's de.itr., 7 as rut _ :ly required to ma.-:® a judgment about 
v 1- : • •?: ic ••a proper tc perm: _ uw-^nicrcem-snc officials to c induct an 
•:•.. ur.de : seai rh of Vince's or:*r-. Ii ; die notnir.g regarding access to files 
if- is cilice, it would . ave avnded controversy. But it would also have meant 
a' : cr.ti- • • y '-rty as a lawyer and my obligation to protect the interests of the 


icicia- ant persona, files in Mr. Fester's office. Some were 
. . *.c:i as a list cf potential Supreme Court nominees and others 

receive crvernr.encal r alters. It was my job tc ma*e sure that 
“e -*ea_ : wire a s-»nsibli. balanced way that did not waive 
rcmist secjn-y ccuc: rns o.. a wnolesale basi^. 

we - -c -enaib.e -»nd balanced acce-s to the files in 

.e sen r.t tc •• --=> =e . re the ucility of the White House to claim 
e-press othei oncer ns with respect to sensitive materials. 
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although much claims were ultimately never exercised. And we sought to meet the 
legit ima*: .• ir.~ erects of law-enforcement agencies, which were then searching 
primarily for suicide note cr an extortion threat. 

What d'd we do? On the night of Vince's death, I and two others spent a very 
brief pei ?d of time in Mr. Fester's office looking to see if he had left a 
suicide note. Vie found none arm we left, I removed nothing, nor to my 
knowledge did anyone else. The charge has been repeatedly made -- as recently as 
tv:o weeks ago in* an advertisement in the New York Post -- that I and others in 
the White House removed documents from Mr. Foster's office on the night of his 

death. That charge is, plain and simple, a lie. On July 22, less than 48 hours 

after Vince's death, in the presence or law-enforcement investigators, I 
reviewed “he files and documents in Foster's office. I described the files to 
tie inv----- i--" ' tv* . to enable them to decide whether to ask for any particular 
r current. . 1 -. investigators did ask for certain ones; all of them were turned 
c-er wit. ' u c. .chert period of time. 

Also r Jv ' ' ' 22, I ga ,r e the personal papers of Mr. Foster ar.d the Foster 
family t v. : teerney for the family who was present at the review. The 
vanroer . t hi- pipers was mace in the presence of the investigators. I told 
the iru : — t-rs to cal.-* co Fc-ter's family lawyer about any of his personal 

f' curent -...“•* wished to review. The .nvestigators did later ask co see 

V- rscr.al it tu" ents and they were shown them. 

After e * - ou- er.c review on July 22, I arranged to send the personal files 
rf the * • 4 i *.n :tr. Foster'? cffice co the president's personal lawyers. 

Iney ir -r-.*»:r. fi' as o: cue piesider.t and the first lady relating to 

their ' .* :*:-£■_ -estate i:v.*-==cmenc . 

This “* «■ -n, to send files tc the president's personal lawyer, has 
r»nerr.t“ *:*--* t controversy . .** r.as C'-er. reoeatedly insinuated that this was 

< ne b-o f rote deet cones.:*, wiun the Waitewater matter. 


The c : ;ch is, r hr t ir. July w hen these files were transferred, I could 

not hav-: *. -i.i vor. wr at Whitewac -.v v;as . It was not until months later that the 
'.'.iite •!; v * ir.fcrmed that an investigation involving Whitewater was being 
conduct * e "'solution Trust Corp. 


The 

ruicic- 
cne Whit 
Foster' s 
‘ *. s bri ? 

.*. Fcsc 
not one 


re cut in the independent counsel's report on Mr. Foster's 
c :>.ir that ir. July 1993 Whitewater was not on anyone's mind in 
o , including Mr. Foster's. Whitewater was not mentioned in Mr. 
vnous, poignant torn-up writing, that was found in the bottom of 
'.urine chip peri*'-, and turned ever to law-enforcement authorities, 
lire a nut.cer c: mines which were bothering him, Whitewater was 


But c- — e: zs cf the president tor.cinue to ignore these facts. They ignore 
them b- ■ v/ ire inconsistent with their misguided and malicious conspiracy 

t eori f 


Why 

"“■ey v *- 
ey w 
: tcer . 
' uns~l * 


?s trvr.sf ' rred m -..a president's personal lawy-.-rs in July 1993? 
T ?•***•*■. be.ause, ~h_- documents I handed to oster's lawyers, 

.r»_ ::: r.a“ure. They involved investments, personal, financial 
t 1 i ; e . Vuey wer? :?*..■ i oy Mr Foster in the White House 
: ro issi * t th- . *; : r.ily in completing financial -disclosure 


413 


PMS 71 

New Jersey Law Journal. December 5, 1994 
statements, filing tax returns r.d cheating a blind trust. 

The wcrk or. these projects was complete, with the death of Mr. Foster and 
the official reason for our of rice possessing such personal files at an end, no 
one in the White House counsel's office would be working on these matters, or 
using th* ? files. After a lawyer's death, a client's files in a lawyer's 
office b-t.cng to the client. That is what I have been taught to believe. The 
personal filer in Foster's office belonged to the president ana first lady. And 
so they v : ra sent on to the First Family, which promptly transferred them to its 
personal counsel. When the Whitewater matter did erupt in the press -five months 
later, e-* ,-ry request of the Department of Justice or the independent counsel for 
documents was honored. The president voluntarily made his personal files 
relating "o this issue available to investigating authorities. 

Nothin » was done to prevent ar.y document from subsequently being turned over 
to law-e:. :.nrc--mer.o authorities, or from being subject to appropriate legal 
process. T.-e ^c.r.encs were preserved, as was the right to claim privilege. 

'. .iat rig -. - : '."id, was never exercised. 

Loo hi- ‘ , if I had to co _i all ever again, I would act in the same way. 

I was re to make a prompt magnent and I sought to balance various, 

legiti::.". --- rests in a sensible manner. This is the way I believe a lawyer 
:s supyc : t .a-t . Eut what sr. cutcry resulted! 

An cu~ -ry •• , «o resulted fro- the fact that months later I attended certain 
meetings ith .'reasrry or ficir arising out of the Whitewater matter. 

At th- r -“tings we ware that the RTC staff was referring an 

investig- • ; '-:t an Arxansas savings -and- loan association to the Justice 
repart: - • ■ t me president ar.d first lady were mentioned, but only as 

rotentia and that : : was certain that there would oe leaks about 

this irv _m. Within a i..y ~r two. this prediction about leaks came true. 

These : e "it h Treasury officials were held to help the Wnite House respond 

c.ccura-e rlly to cress inquiries about this investigation. 

'The Tar* t c* Opponents' 

The ir la reali-y is a president is much mere lively than anyone 

else tc> : ; the sitbjf ct c: lea/:. . He is the focus cf overwhelming media 

attention. H- is the target t* i::po rents whe feel no hesitancy in misusing or 
ristorti: 1 *• information i.. an effort to discredit him. And, of course, he 

:a reqvi- ' - Thtir.ve to act. at the same time, at home and aoroad, as this 
ration's ■:•:•> out ive officer end emonandor in chief. 

I b-1 ? *en, ar.d I believe now, that it is proper for tne president's 

counsel the president prepare himself to respond accurately and promptly 

to press -iis in suen a circumstance and to defend the president against 

r ism: t r - no nr.d cis-ir.f ormat icr. . 

It go- 1 * sayinr tha: - -S r.vt a proper White House function to 

direct, > ■ :*. ..•* wr: ir.- arc er ■•.th me outcome of an investigation. That 

’•ould ;-e a: • • -r : t _y .-proper. t Hi - net ;.acper.. 

Th« f con-rove:-.- arcre when a to? Treasurv off.cial told ms, 

-irly th t he might re :s-.- ' .m.-el. ; from the Wh-tewa er matter -- 
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even though h-- had teen advisee chat he had no legal or ethica. ducy co do so. 

Z respon- I t. at he should carefully consider -- in consultation with ethics 
officers -- t.. -* appropriateness of such an action. 

At the time the Treasury official spoke to me, certain members of the Senate 
Hanking Crr.r-.it tee were pressuiinc adsnincstration nominees to recuse themselves 
from anything to do with Whitewater, even if there was no legal or ethical basis 
for doing so. They were holding up nominations to get their way. The 
administration was resisting such efforts for blanket recusal. For me, an 
important principle was at stake here, as well as a matter of administration 
policy. .\*s c* ir.sel to the president, I was entitled to, mdeea I believed I was 
obligates to, upport that principle and that policy. 

I bel: -red then -- and I believe now -- that public officials do not have the 
option c “vci -ing their responsibilities simply because they are difficult, or 
inconver.i - nt, or oecause the officials find it personally or publicly expedient 
to step ; ire. Whether they be judges, or legislators, or hian executive branch 
officers ic officials hav* duty to do their duty, to call them as they 

ree them. •.**. regard to political pressure or media heat. 

This : ‘ r.eo out to be tr.e view of the nonpartisan Office of Government 

nthics v: - - ■ cts were reviewed. 

'How T.'.i' ■ : # 

Nev^r' *!*■-•. I learned that tnis is a controversial notion in Washington and 
in the :■ . "here, the talisman, the pious concern, is not so much for duty 

rr prepv -- :t for how thing* app.-ar, or can be made to aopear. The now 

lamous " v.r.cv cf impropriety'' standard places the ultimate emphasis on how 

things 1 :* again. more pi . i.= eiy, now they can be made to look. 

For t: :-o::y, the res*. icing -essor. is to shy away from doing anything which 

someone : •• 1 -or claim looks improper -- regardless of whether or not it is 

imp ror :-’-' - - appearing to do wrong prevents too many in Washington from 

coing _ ; t. That is .= prescription for weakness and paralysis. This 

recent : the "appearance" of conduct, rather tr.an the substance of 

conduct, ^ ject of a powerful critical essay net too long ago, in the 

ftanfer ‘ ri-v. That essay contained an apt quotation from Henry Fielding's 

marvel c r . 1 .:e History of Tom Jones, which goes as follows: 

-he mest ' — ■ 1 Appearance of Virtue, when it is only an Appearance, may . . . 

een to : rr* *.er less ccmmendacle than Virtue itself . . . but it will however 

he always commenced. 

All c • 'hi ' lears me co reflect on the role of counsel to the oresidenc in 
the 1S- 

Mar” * n -.:is rc.-m hav-- served as counsel to a preside:.!. Maybe not the 

*-re sic ■ - '.iced States, but cf otner institutions: corporations, 

us in? ■*-. •. nivevsities. rar associations. To be sure, there are 

-.port s between recres-=::o ir.g the president if the Dr.ited States 

: no re t ■: -nyone Ise. ‘V , -i a counsel to the president i9 forced to 

iverc f * f the role i: «-> lawyer generally, we will have weakened both 

•he o::i *i 1 ar.-. the if ice cf president. 
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will not have served cur country. 

-me fashionable, at the time of my resignation, to assert that the 
th". president is really, counsel to the presidency -- that I should 
ate- : . myself to the cftice, to the institution, to the White House, 
t.-.e person. In part, I understand that view. My role did include 
the institutional interests of all presidents -- even Republicans. 

2 there are some purely personal matters that should be handled 

.re attorney. For example, I never drafted the president's will -- 
quite fortunate for him. But I also know that the counsel's 
ility to the institution of the presidency begins with advising hhe 
r individual in that office. You do not give advice to a building or 
You can only advise its current occupant, who is a human being. 


!■• - n being - in his or her official capacity -- is the client to 

••2 .vi ly an ethical duty. Anc that duty includes the duty to 
- --tidences; to represent him zealously; and to help him achieve 
t T-rjoctives. These are duties that a lawyer has in representing 

• y cannot be compromise:: because the client happens to be 

**f “...2 United States. To be sure, the White House counsel cannot 

• res i cent ' = personal interests when they may conflict with the 
iv-ttionr of the presidency, or when they are entirely unrelated to 

7 a president. 


t : • •*■*« do affect and are related to the president in his official 
r ieer.es certainly include the confidentiality c: documents 
• . to privilege, the potential impact of a misleading public 

.-rtr.inai referral.- arc whether executive orancr. officials can 
t' ■ ; :lly-nilly when there is no legal or ethical obligation to do 


e s ■ tiens , the counsel to the president has every right, indeed has 
r ir. furtnerar.t-:- of the president's interests. 

-or : o lawyer, r. counsel -- let alone coj.nsel to the president 

r : frem th:.t duty to protect his own image or standing. A lawyer 
•^vei, he ethically cannot -- cum his bach on his client because 
” 1 .- :«-.ia heat will be turned up; because sc.o.ecne with an axe to 

t t ) sell, may attempt to make proper conduct appear improper. 

-id t of the United States , acting m his official capacity, is 
h: e a lawyer in the White House who will give him candid, 

-m, ‘ ::d confidential advice, who will act to help him achieve his 
cfc- "tires as president. Such a counsel will contribute far more to 
t r-r. to the country, than cr.e wr.o is paralyzed by an overwhelming 
'V a eararces. 


*r lettir.c counsel oe counsel , I am well aware -- believe me I am 
" e It- e in a particularly cynical ace. I a. so recognize 
:sk c: wror.t - - - nc :r. hig.o places. Tc urcte t us, we have an 
merit tools. .ni ttr.gr-rscional nearir./s , ar..: a free press, 
a critical rcle protecting our nation from corruption at 
• government. Esoe-islly a responsible press. 
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re is also a risk, and it becomes greater each day, that cynicism and 
lisr. will undermine our system of government. We have fewer and 
otecticns against the r.sk that our trust in our leaders will be 
not by real scandal, but by wave after wave of 'unproven, 
liz^-i ailegatir.s. Yet if we grow to crust no cne, representative 
'.'ill r.o longer be possible. 

itical life has been immeasurably coarsened in recent years. In these 
-,rc 1'cpy" and The American Spectator, there is no story too bizarre, 
reser.rcr.ed, that it cannot appear as part of our national news, that 
he p-ped into our homes each evening. And our established news 
s they compete for a place in the sun in a world of hundreds of cable 
-re increasingly taking their tone and their stories from the fringes 
icr.rl media. 

= rm-razine just last month ran an analysis of The New York Times' 
f tev.-iier. It is called " rool fer Scandal: How the Times got 

”r *.•’ I commend it to you. The core of the article is reflected by 


- : *e ”-»ar-talismanic rcle of The New York Times in American journalism, 

: -'f allegations and suspicions subsumed -under the word 
t never have made it to the front page, much less come to 
e : -.in-.? 1 pclitical dialogue for months at a time. It is all the 
i:. . :.:en, that most or the insinuations in the Times' reporting are 
..y •'•plausible or demonstrably false. 

",-t ’‘ a ri:e for /ou cne article's detailed rebuttal cf the Whitewater 
•: • press again .- 1 the president. But I will quote its apt 

: cl: s pest -Watergate, post-everythinggate culture, no reporter 

-- .* insufficiently prosecutorial -- particularly not when the 

• “ : resident and his wife. By definition they've got to be guilty 

. as well be Wnitewater . “ 

* ■■ you may respond to such criticism of media excesses by quoting 

h. ’efferson, whe began his career by deifying the press. As 

: k , Jefferson said: "Were it left fer me tc decide whether we 

••err.ment without newspapers cr newspapers without a government, 
:t 'Litre a moment ic prefer [newspapers] . " 

"t r - us target is that Jefferson ended his career, after being 
-y -■-•ling: "A man wno never looks into a newspaper is better 

* reads them; inasmuch as he who knows notr.ir.g is nearer to 
^ c mind is filled with falsehoods and errors. " 

::*•••* to admit, he sounds even angrier than I do, I guess it was 
. t*"! in those days also. 


•• •• ! uller tc th- 

«■ c:. that I ::.iw w. 

‘ rr •::: note:, r.eeca more 
•• rally shoulc hew 


I;.;; l cynicism t::at exists today. But I 
.1 ri considered err. tv , cut is not. My 
g;. cc lawyers, not fewer. My idea is that 
mure clcseiy to the ideals of our 
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la* •••rs know and accept that our joos may include tad press and conflict. 

are f .ilia*.* virh the concept that you must do your duty to your client, even 
in the :• *e ci wi nospread disapproval. 

When »• » are at our best, we know what it means to be steadfast in difficult 
cir turns t: :ces -- to be principles, consistent, and strong. 

That is too often missing in public life. It needs to be retrieved. And I 
believe in the long term -- even the medium term --it net only makes for the 
best government, it makes for the best politics. 

3efore I sit down, I should take ny own advice, and be noncynical, and 
express ■ ■* nr.-iti*** feelings fer my year as counsel to the president. I waa 
f ee ply !* - to serve r.y country and the president. I will always be grateful 

'0 .tim : the opportunity he gave me. And. as I said earlier, I am proud of 

cur achi •er.er.t s, of how I served. I am in some ways just as proud of how I 
let", r- ' t al 1 times I did my cuty as 1 saw it -- at all times I called 

then ar **-•-• them. 

.'o th ; e «till in the administration, I wish the best. As a tribute and as a 
chf .ler.p to them, in these difficult days -- and to all those who enter this or 

.* ny oth- n *■*■::: iirtrat ion -- I would invoke the words of Teddy Roosevelt: 

~he c- ’it ‘'e’oogs to the man who is actually in the arena, whose face is 

rar.ee : ■ *“ sweat and blood, whe knows the great enthusiasms, the great 

* avatic •ocs hirself in a worthy cause; who at rest, if he wins, knows 

' re ti.r . _ *. achievement and, if he fails, at least fails daring greatly, 

. o ‘.hot • • - ; 7 rhall never be with these cold and timid souls who know 

: s:-. her -- • ■ r*r defeat. 

‘/e 11, . hr.** * row known a little of both. 

-*•-: -c» 

r.OAD-r.V. ■ • r:-- veer 1 ?, 1394 
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THE WHITE HOUSE 

WAS Ml NOTON 


August. 6, 1995 


BY TELECPEX 

Robert Oiuffra, Chief Couneel 
United States Senate 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters 
534 Dirks six Building 
Washington, D.C. 20510*6075 

Dear Bobs 


This letter responds to the Committee's request for 
information about persons with acceaa to 456-6266, the public 
telephone number for the Office of the First Lady, aa modified by 
your letter of August 4, 1994. It also addresses questions 

raised in your letter of August 2, 1995. 

I have apokan with Kelanne Verveer, Deputy Chief of 
Start to the First Lady, who is on vacation. She haa no 
recollection of speaking with Susan Thomases on July 20-22, 1993. 
Numerous attempts to contact Heel Lattimors, the First Lady' a 
Deputy Prase Secretary, who is in China, have failed. Others who 
forked in the Office of the First Lady at the time, however, 
believe it ia unlikely that Ms. Thomases would have asked to 
speak with him about events related to Mr. Foster's death. We 
will continue efforts to reach Mr. Lattimore. 

Before receiving the committee's modified request on 
Friday, we did manage to contact a number of the elderly 

volunteers who worked in the suite of offices into which calls 

placed to 456-6266 were received during the relevant time period. 
Moat of them eaid that Ms. Thomasss was a frequent caller to the 
office. Hone had a specific recollection of speaking to Ms. 
Thomas ea on the days in question. 

I understand that, in seeking the above information 
from the White House, the committee hopes to determine with whom 
Ms. Thomases spoke when she called 456-6266, aa reflected in the 
telephone records she produced to the Committee. In that regard 
I note that on any particular call, Ms. Thomases could have 
called into 456—6266 and have bean transferred to a different 
number and then spoken to someone in the White House other than 
those people ve have questioned. 
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Robert Giuffra, Chief Counsel 
August 6, 1995 


la your letter da tad August 2, 1995 , you requested 
documents and computer records relating to Ms. Gorham's testimony 
that she maintained an index or Vincent roster's files an her 
hard drive. We have located such an Index among text files that 
vere downloaded fro* Hs. Gorham's hard drive at the time she left 
the White House. The electronically storad document is identical 
to th* document ve produced to the Committee as Z 001110*- 17. 

The electronic rec or d of this document, which was 
stored under the name FILES. VW7, reflects that it was last saved 
on October 25, 1993, at 2:14 p.a. 1 am enclosing a page from a 
directory of filee on Ms. Gorham's hard drive that vac printed 
out on November 9, 1993, which reflects this information (3 
001227). Thera are no other indices of Mr. Foster's files among 
the computer files downloaded f ro m Ms. Gorham's hard drive. 

In your August 2, 1995, letter, you acted a series of 
questions about the indices bearing Bates numbers 2 001104-09 and 
Z 001118—23 • According to our records, these documents were in 
the boxes of files that vere packed by Tom Caetleton in November 
1993. The document bearing Bates numbers Z 001104-09 was in a 
box identified by Tom Castleton as containing documents from 
Cabinet I of Mr. Foster's office. The document bearing Bates 
numbers 2 001118-23 was in a box identified by Mr. Castleton as 
containing -materials from Ms. Gorham's desk. 

— We understand from Ms. Gorham's recent testimony before 

the Committee that ehe may have prepared these indices initially, 
but does not recall updating them on July 22, 1993. Those vho we 
believe most likely to have information about the preparation and 
maintenance of theme 'indices are Ha. Gorham, Linda Tripp, Betsy 
Pond and Tom Castleton, all of whom already have given testimony 
to the Committee under oath. Please let us know if we can bs of 
any further help to the Committee. 

Sinaenely yours, 

JlZ--' 

Jane C. Sherburne 

Special Counsel to the President 


Enclosure 

cc: Richard Ben-Venista 

Minority Special Counsel 
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1X-09-93 XXMOp 
Free: 45, 516,432 


Directory C: \worx\wP51\foster\*.* • 


current <Dir> 


Parent oir> 


REDACTED 


PILES . VUP 


4,074 10-25-93 02:14p 


Z 001227 
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First Family - SF 278 

First Family - 1994 Income Tax Returns 

First Family - General 

HRC - CLE/ Arkansas Law License 

First Couple - Blind Trust 

First Family - Arkansas Home 

POTUS - Arkansas Office 

WJC - Passport 

WJC - Papers 

First Family - SF278 pre-POTUS 



2 001123 
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THE WHITE HOUSE 

WA9HIMOTON 


September l f 1999 


BY TELBCORY 


Robert duff re, Chief Counsel 
United State* Senate 

Special committee to Investigate Whitewater 
Development Corporation and Related Matters 
534 DlrXeen Building 
Washington, D.C. 20510-4075 

Hot Deborah Sorhan'3 Hard Privs 


Dmt Bob: 


The Special Committee to Investigate Whitewater 
Development Corporation and Related Natters has made several 
inquiries regarding indicee of files in Vincent Poster's office 
that may have been maintained on the hard drive of the computer 
used by Deborah Gorham. In ay letter of August 5, 1995, I 
explained that ve had located an index of files in Vincent 
Foster's office, identical to the document ve produced to the 
Committee -as Z 001110-17, among text files that vers downloaded 
f r om Ms. Gorham's hard drive at the time she left the white 
House . I also informed you that there were no other indices of 
Mr. Poster's files among the computer files downloaded from Ms. 
Gorham's computer. - ’ 

After we provided this information to the Committee, on 
August 9, 1995, Chairmen D' Amato and Senator Sarbanes requested 
that the White House aaJc the Psderai Bureau of Investigation to 
aesiat ue in examining the hard drive formerly used by He. Gorham 
"to looste any electronically stored information reflecting or 
relating to the Vlnoent Poster file indicee that your office 
previously produced to the Special Committee, including when the 
indicee were initially prepared' and when thereafter they were 
revised or updated." Our work with the PBI ia completed and did 
not: result in the location or identification of any such 
information. 

To satisfy the Committee's request, ve undertook the 
following steps. Computer support personnel identified the 
computer used by Ms. Gorham during the relevant time period, an 
IBM Personal System 2, Model 55 SX, serial number 23-1067944. 
Associate Counsel Miriam Nemets examined the intact files on the 
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Robert Cluffra, Chief Couneel 
September 1# 1593 
Page 2 


herd drive of the computer to confirm that no indices of xr. 
Footer' e filee ore among thee. 

He. Nemeta then worked with Special Agent Thomas R. 
Hurray, a computer epeoiallat with the FBI, to examine the data 
on the hard drive that ie not part of an intact file. The 
proaeee hoe been deearibed to »e as follows. In order to 
prseerve the integrity of the hard drive, Hr Murray first 
tr an f erred on image of the hard drive to a Pinnacle optical disk. 
Employing foreneio software regularly teed by FBI personnel, Mr. 
Murray then extracted all data from the hard drive that was not 
part of an intact file, including both data from file alack space 
and data fron free and reserved clusters? The data wae filtered 
to remove non-printing characters. The filtered data fro* the 
sleek specs wee printed. Filtered data from the free end 
reserved clusters, which woe too voluminous to print, was 
uploaded to He. Nemetz's hard drive. 

In consultation with Ms. Nenetz, Kr. Murray performed 
string searches for selected words from the hard copies of the 
indices in which the Committee ham expressed interest. Because 
these searches were fruitless, Ms. Nenetz reviewed all of the 
filtered data extracted by Mr. Murray. There were no indices of 
Mr. Foster' a filee among this data. 

'>lease feel free to cell me if you have any questions. 


Special Counsel to the President 


cos Richard Ben-Veniste 

Minority Special Counsel 
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June 20. 1995 


Michael Chenoff. Esq. N 
Special Counsel 

Senate Whitewater Investigation 
Latham & Watkins 
One Newark Center. 16 th Floor 
Newark. New Jersey 07101-3174 

Dear Mike: 

Enclosed is an inventory of the items received from Vince Fosters office. This is 
submitted pursuant to my letter sent you on June 13. 1995. We ask that this inventory be 
treated as hiihly conndenoai documents pursuant to the Security Procedures of the Special 
Committee to Investigate Whitewater Development Corporation and Related Matters, dated 


June 13. 1995. 


Sincerelv, 



JH/cmb 


Enclosure 


cc: Richard Ben-Veniste. Esq., w/enc. 


6440290 .] 


3000 < SruiT. N W « Suite 300 
Washington, O C. 10007* S I 16 

<:o:j 4:4.7 soo • tilzx ;oint • i ion i 
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INVENTORY OF DOCUMENTS 


Box #1 

(Box of personal documents and effects taken from White House 

office of Vincent Foster on July 22 , 1993, with the permission of 

representatives of the DOJ, Park Police and FBI) . 

(lj* Manila file entitled "Insurance," includes documents 

relating to insurance and appraisal of Arkansas home and . 
personal belongings of Mr. and Mrs. Foster. 

(2) "Metropolitan Washington/Baltimore Area Map" published by 
Relocating Counseling Center. 

(3) Black Notebook entitled "Foster Notebook," which contains 
addresses and phone numbers of friends and former business 
associates . 

(4) Various loose papers, including predominantly Amex dinner 
receipts, ATM or other receipts and bills, and some 
handwritten notes relating to his rented home in Georgetown 
and other personal matters. 

(5) ‘A pair of brown glasses (bifocals) in a brown case. 

(6) Assorted check stubs from personal checkbooks. 

(7) Unused deposit slips and envelopes for his personal account 
with Charles Schwab. 

*S8) File entitled "Personal & Confidential 1993 Personal*- 

Photos," includes several photographs of Mr. Foster with the 
President and staff members at White House functions. 

(9) File entitled "Personal & Confidential 1993 Rose Building 
Limited Partnership," includes Mr. Foster's assignment of 
his interest in the Rose Building Partnership dated 4/01/93. 

(10) File entitled "Clinton Memos," which included two documents 
stamped "President has seen" and was promptly returned to 
B. Nussbaum. 

(11) File entitled "Lease Agreement 1993 5414 Stonewall," 
includes original and copies of 6/09/93 lease agreement on 
Arkansas home. 

(12.) File entitled "VWF Personnel Folder, " includes various 

Federal Employee Manuals and copies of Mr. Foster's white 
House personnel forms. 

(13) File entitled "VWF Form 278," includes memoranda on issues 
concerning Mr. Foster's trust interests. 
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(14) File entitled "Personal & Confidential 3027 Cambridge Place 
NW, " includes documents relating to the Fosters' lease of 
Georgetown house. 

(15) File entitled "Personal & Confidential Moving Expenses" 
includes documents relating to automobile rentals during the 
period 3/17-4/18/93. 

(16) File entitled "VF 1992 Tax Returns," includes documents 
relating to the estate of Mr. Foster's father, Vincent 
Foster, Sr. 

(17) File entitled "Personal & Confidential Mineral Interests," 
includes documents relating to mineral interests in land 
conveyed under his father's will. 

(18) File entitled "“Personal & Confidential Financial Statement - 
1991 1040," includes drafts of Mr. Foster's 12/31/92 
personal financial statement, and a copy of Mr. Foster's 
1991 federal tax return. 

(19) File entitled "TWA Airlines, " includes Mr.. Foster's frequent 
flyer information. 

(20) File entitled "Northwest Airlines," includes Mr. Foster's 
frequent flyer information. 

(21) File entitled "Mid-west Express," includes Mr. Foster's 
frequent flyer information. 

( 22 ) File entitled "United Airlines," includes Mr. Foster's 
frequent flyer..inf ormation. 

(23) File entitled "Delta," includes Mr. Foster's frequent flyer 
information. 

(24) File entitled "Lisa - Frequent Flyer," includes Mrs. 

Foster's frequent flyer information. 

(25) File entitled "US Air," includes Mr. Foster's frequent flyer 
information. 

(26) File entitled "VWF, III Resume & Bio," includes copies of 
Mr. Foster's son's resume. 

(27) File entitled "Personal & Confidential Laura Foster," 
includes correspondence relating to a potential summer 
internship for Mr. Foster's daughter. 

(28) File entitled "Personal & Confidential WH Federal Credit 
Union," includes rules and regulations, and terms and 
conditions of the White House Credit Union, various account 
statements, brochures, and withdrawal/deposit slips. 
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{29) File entitled "Personal and Confidential Truck, " includes 
documents relating to the registration of Mr. Foster's 1284 
Ford truck. 

(30) Paper weight with initials engraved. 

(31) Twelve framed photographs of family members, White House 
- personnel and newspaper cartoons. 
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Box #2 

(Box of personal effects sent over by 
July 26, 1993) 

( 1 ) Various Books : 

Essentials of Government Ethics 
% Putting People First 
Roget's Thesaurus 
We, The People 
Market Liberalism 
The Lobbyists 

Popular Quotations for All Uses 
Federal Civil Judicial Procedure 
: and Rules 


Nussbaum the week of 


Meridian; 

( Clinton/Gore) 
(Doubleday) 

(U.S. Cap . His t. Soc.) 
(CATO Institute) 
(Bimbaum) 

(Copeland) 

(West) 


(2) Mr. Foster's incomplete 1993 Calendar (last entry is June 
22, 1993) 

(3) Brown book containing the at times very personal handwritten 
observations of Mr. Foster on (1) Election day 1992, 

(2) March 9, 1993, and (3) March 10, 1993. % The handwritten 
observations appear on only four pages. 

(4) Copies of the following: 

(a) an article from 3/23/93 Washington Post regarding 
financial disclosures of White House personnel 

(b) 6718/93 edition of The Arkansas Daily Record, which 
included an article about Arkansas Bar awarding Mr. Foster 
for outstanding service; 

• (c) 6/24/93 Wall Street Journal, which included an editorial 
about Mr. Foster. 

(5) Two candlesticks (Returned to White House) 

(6) umbrella (Returned to White House) 

(7) Additional framed photographs and pictures. 

(8) Mr. Foster's empty black briefcase, which subsequently was 
delivered to Alexis Suggs of the Independent Counsel's 
Office on 4/19/94. 
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Swidler & Berlin 

chartered 

3000 K TTHJBET. N.w. 

SUITE 300 

WASHINGTON. D.C. 20007-314 1 
(202) >44-000 

(202) 04.7643 (tehMopwryGuS) - Wc 300 
701131 (uW) 


TELECOPIER/FAX TRANSMITTAL 

Today's Date: June 21. 1995 Time: 10:03am 

TRANSMITTAL TO 


Individual: 

Telecopy No: 
Telephone No: 
Total 9 of Pages: 


Michael Chertoff, Esq. 

Latham <fc Watkins 

201-639*7298 

201-639-1234 

2 (including cover page) 


TRANSMITTAL FROM 


Individual: 
Direct Phone 
Attorney Code: 
BUling Code: 


James Hamilton 
202/424-7724 
487 .. 

8821.01 


Fax Cover Sheet Message: The attached mav have inadvertently been omitted from the letter which 
you will receive Federal Express from us today. 

If there is a problem with this transmission, it is important that you notify: 

Name: Charlotte Barrett Phone #: 202/424-7587 

THE INFORMATION CONTAINED IN THIS COMMUNICATION IS CONFIDENTIAL, MA Y 81 ATTORNEY-CLIENT PRIVILEGED. 
MAT CONSTITUTE INSIDE INFORMATION. AND IS INTENDED ONLY FOR THE USE OF TEE ADDRESSEE. UNAUTHORIZED 
USE, DISCLOSURE, OR COPYING IS STRICTLY PROHIBITED AND MAT M£ UNLAWFUL. IF YOU HAVE RECEIVED THIS 
COMMUNICATION IN ERROR. PLEASE IMMEDIATELY NOTIFY US AT TEE NUMBER USTZD DIRECTLY AMOVE. TRANE YOU. 
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^Box of personal effects sent over by Mr. Nuasbaum the week: of 
July 26, 1993) 


(1) Various Books: 

Essentials of Government Ethics 

Putting People First 

Roger's Thesaurus 

We, The People 

Market Liberalism 

The Lobbyists 

Popular Quotations for All Uses 
Federal Civil Judicial Procedure 
and Rules 


(Meridian) 

(Clinton/Gore) 

( Doubleday ) 

(U.S. Cap . His t. Soc.; 
(CATO Institute; 
(Bimbaum) 

(Copeland) 

(West) 


( 2 ) 

(3) 


Mr. Foster's incomplete 1993 Calendar (last entry is June 
22, 1993) 


Brown book containing the at times very personal handwritten 
observations of Mr. Foster on (1) Election day 1992, 

(2) March 9, 1993, and (3) March 10, 1993. The handwritten 
observations appear on only four pages. 


(4) Copies of the following: 

(a) an article from 3/23/93 Washington Post regarding 
financial disclosures of White House personnel 


(5) 


(b) 6/13/93 edition of The Arkansas Daily Record, which 
included an article about Arkansas Bar awarding Mr. Foster 


for outstanding servicer 

(c) 6/24/93 Wall Street Journal, which included an editorial 
about Mr. Foster. 

Two candlesticks (Returned to White House) 


(6) Umbrella (Returned to White House) 

(7) Additional framed photographs and pictures. 

(3) Mr. Foster's empty black briefcase, which subsequently was 
delivered to Alexis Suggs of the Independent Counsel s 
Office on 4/19/94. 
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Clifford M. Sloan 
Notea of Keating 
July 22, 1993 
Pago 1 of 16 


m 

Videotape - 6/19/93 - Arkansas Bar Assn 

Calendar 

Newspaper clip 

Title 28 - USCode 

User's manual - secure phone 

Document - re: secure calls 

Directory - secure phone 

Telephone directory - 

Hope, Arkansas 

Personal note - Volunteer - note - put to one side 
7/20 - 3 calls 

Documents related to First Family re: trust - privileged advice 
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Clifford M. Sloan 
Notea of Meeting 
OUly 22, 1993 
Page 2 of 16 

Note to VF re: legal research - health care 

Correspondence in connection w/ [attending?] mtg. - bar 

FAi tori ala - newapanerB - privileged communication - 
given by BN 

Legal paper - college of law 
Malpractice/health care 

Correspondence - internal in-office - in connection w/official 
duties 

Letter in connection w/office duty - misuse of WH for commercial 
reasons 

Memo re: summer clerks 

Insurance pci icy - property/casualty 
- motor vehicle 

Letters having to do w/President 

Note having to do w/his dut> 

Letter re: jobs 

Similar people wanting jobs 
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Clifford M. Sloan 
Notes of Moating 
July 22 , 1993 
Pago 3 of 16 

Gat VF f inan. disclosure form [from?] before Little Rock 
WH function 

Continuing, education (?) 

letters on behalf of Pres. 

Matter in WH 

Matter in WH - University of Axkansas 
• ■ - ArkjT'^ep. ^heater 

Reprint of Amer. Lawyer story 
Health Care Story 
Office of Govt. Ethics Manual 
Memo from one of our counsel to Vince 
Letter in connection w/WH duties 
Memo re: WH 


Note re: WH duties 
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Clifford H. Sloan 
Note® of Meeting 
22, 1993 
Page 4 of 16 


Note - work-related 
Magazines - 

Memos - between people in counsel office 

WH letter - WH Counsel office & somebody else 

Intra-office memo 

Invitation 

Calendar 

Malpractice reform 
Letter re: speech(?) 

Memo - Office of Vice President 
Memo - internal to WH 
Budget - WH 

Memo - Asst. Counsel - Deputy counsel 
Letter re: official duties 
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Clifford M. Sloan 
No tea of Meeting 
JUly 22, 1393 
Page 5 of 16 


Memo to person in Pres, office - draft correspondence 

Memo - in counsel's office 

Memo to BN - sent to Vince 

Memo from Sobol 

Phone log 

Letter from Nat ' 1 Archives 




List of issues re: Counsel office (?) 

Memo re: tax obligations 
Note - rec (recommendation?) 

List - April - various issues in the Counsel's office 
Notes on issues in counsel's office 
list of things he's working on 
looking at every page 

stuff he's (worked on?) - conditions ( 
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Clifford H. Sloan 
Notes of Meeting 
JUly 22, 1993 
Page $ of IS 


Various issues - ethics issue 
People we're looking at 
2 / 4/93 

Diff. issues 

Judicial appts. 

Use of mil. aircraft 
Cabinet retreat 

Volunteers - use of volunteers 
Notes on transition 
Listing possible people 
Things to work on - Exec. Order 
Tape recorder - listen to it 
Notes of meetings 
•Work notes (?) " 

Notes, re: meeting 
Calendar re: matter - May 
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Clifford M. Sloan 
Notea of Meeting 
JMly 22, 1993 
Page 7 of 16 

♦May calendar - review 

Expenditure - memoranda 

Rule9 re: what WH can spend $$ for 

Disbursements (?) - Exec Residence - - gifts 

Work - related materials - assgts to be given in office 
WHTO - Mgmt review 
Standards of Ethical Conduce 
Pres, library 
Acceptance of Gifts 

Transition planning/transition expenses 

WH functions - how to spend WH funds 

<P 

Inaugural matters/inaugujc*!- expenses 

Memo re: potent^eri ee [employee] - Labor Dept. 

Messages - before there were phone logs 


Stationery 
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Clifford M. Sloan 
Notea of Meeting 
July 22 , 1993 
Page 8 of 16 


Docs re: Exec. Residence ^expenses 
Legal opinions - OLC legal opinions - re: gifts 
Memo - one staff to another - nomination 
Letter to Janet Reno from Sen. Dole 
Newspaper articles - nothing [personal?] 

1/20 - Ark. papers 

AManta Constitution 

Article - 1/3 

Another article re: appt 

Entertainment expenses - residences 

Payment of expenses re: travel 

Travel expense [stuff?] 

Articles - 
"Gore's speech" 
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Clifford H. Sloan 
Notea of Meeting 
JUly 22# 1993 
Page 9 of 16 


Letter - April 8 - 

- somebody asked to be given to HRC 

Matter he's working on - w/other people in office 

Memo - 1 Asst, to Pres, to another Asst 

List of people at WH & addresses 

Cards - 

Unopened letter to him from law firm 
Remim* 

List of people - various law firms - work-related 
List - work-related - 2 [stats? (statutes] states?] 
List of phone #'s in office 
Phone calls from Feb. 

Checkbooks 


Work-related 
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Clifford M. Sloan 
Notea of Meeting 
July 22, 1993 
Page 10 of 16 


Bills 

Invitation to 

(Schwab acct - personal?] 

Notebook listing names of people he knows - may be client matters * 
from old firm 

Personal fre cusal?! file 

Work -related 

Transition 

Active matters 

Intern 

Membership - Ark.^rial Lawyers 
Tel #'s - Cabinet members 
WH personnel list 
Internal WH Tel. #'s 

Old memoranda - RR & GHB - Administrations 
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Clifford M. Sloan 
Notea of Meeting 
•July 22, 1993 
Page 11 of 16 


Drawer - all matters - work-related 

Sep. categories 

Trash 

WH envelope 

- CU (credit union] slip 
Work notes 
WH Bulletin 


Morning Mews Summary 

File drawer 

all work-related 
- "residence* "renovations" 

Work orders 

Financ disclosure 


Various investment matters re: First Family 

© 

Judicial nominations 

Lis t^ c^f^peopl^ - prepare book of prospective nominees 
Treas . Regs . 

A 

WH Mess 
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Clifford H. Sloan 
Notea of Meeting 
JUly 22, 1993 
Page 12 of IS 


Marine 

Helicopter 

•State 

Justice Institute" 

Q 

t/. 


Book Pres, would write f o rwar d to 
Book on Civ. Pro. 


Market 

Liberalism {name of a book] — — - - 

WH mil. 

. office 

Judic. 

selection 

3/18 - 
Card - 

letter re: posters - using Pres, likeness next(?) WH 

Judic . 

selection process 

Book - 
Books 

work related 


Work-related 


S.Ct. candidates 
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Clifford M. Sloan 
Notes of Meeting 
'July 22, 1993 
Page 13 of 16 


Pres, appt . folders 

Briefing books 

Pers. files 

tax returns 
flyer* 

Official business 
Conflicts (?) 

Fund-raisers 
First Family 
Property in Ark. 

Work-related - Health Care Task Force 

Speeches 

Address to DOJ ee’s - 4/6 
Notes re: various legal issues 
letters & articles 
L.Rev. articles 
ABA (policies?) 
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Clifford N. Sloan 
Notoo of Mooting 
Odly 32, 1993 3 
Pago 14 of 16 


- "Doctors unchecked" 

Legal opinions 
Cases 

Health Care 
•Computer 
Burn bag 
lists 

background investigations (?] 
references to jobs 
arbitration of claims 
nothing personal 
campaign stuff 
Bgraonal stuff 
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Clifford H. Sloan 
Notes of Mooting 
July 22, 1993 
Page 15 of 16 


Don Flynn, Secret Service 
Paul Imbordino 

Capt. Charles Hume, U.S. Park Police 
Det. Pet etf Markham, U.S. Park Police 

Scott Salter, FBI 
Dennis Condon, FBI 

David Margolia, DOJ 
Roger Adams , DOJ 

Mike Spafford, family 

WH 

Berni'e 

Cliff 

Steve Neuwirth 
Bill Burton 


get Maggie - go thru office - get HRC, WJC stuff 
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Clifford M. Sloan 
Notea of Meeting 
Jvay 22, 1993 
Page IS of IS 


Brant Buck 
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The park police called and Bill was on the phone with them. 
Dee Dee and David were in Mack's office too. I realized 
somewhere in the conversation, which I was hearing from one side, 
that there was no note found in the car. As a matter of fact, I 
think Bill asked the policeman. 

I then asked the three of them if anyone had made sure that 
the trash had not been dumped in Vince's office. At that point 
Bill said we should get Bernie and lock the office. I am 
uncertain what time that was, but probably after 10pm. I don't 
remember who told Bernie, but he went up and locked the office. 

During the evening, I don't recall anyone wondering around, 
especially on the second floor. As a matter of fact, I came 
upstairs to gather work to do while I was going to sit in Mack's 
office and was a bit spooked by the fact that I was all alone. 

I said, I guess we should make sure the trash had not been 
dumped, and Bill agreed. I asked the cleaning ladies on the 
first floor and they said they had already dumped the trash. So 
I asked them where it was and they took me up to the second floor 
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SECTION: NATIONAL DESK 
LENGTH: 12347 words 

HEADLINE: Transcript of White House Press ariefing by Dee Dee Myers 
CONTACT: White House Office of the Press Secretary, 202-456-2100 
DATELINE: WASHINGTON. Aug. 2 
BODY: 

Following is a transcript of today's (Auc . 2) White House pr^ss 
briefing by Dee Dee Myers: 1:15 P.M. EDT - 

MS. MYERS: Gocd afternoon. I have ;-.o announcements, so if you 

have any questions -- 

Q Any update or. where the NATO allies stand? Could you clarify 
the use of unilateral use of ‘J.S. military action if the NATO allies refuse 
to go along with the U.S. position on Bosnia? 

MS. MYERS: Well, as you )cnow, the meeting in Brussels is 

ongoing. They're still in session there, I believe, and we'll probably 
have some kind of readout wh n that meeti.r is ,ver there in Brussels. We 
hope to work --we fully expert to work through with the allies a common 
position on this. We expect that they wi.l join us in support for 
stopping any more deterioration in humanitarian conditions there and in 
helping to move the negotiations forward in Geneva. 

Q Is that ruling out acting alone if they don't go along with our 

plan? 

MS. MYERS: We ‘use don‘t think we'rt at that point yet. We fully 

expect that the alii- s will support us ir this. And so that discussion is 
ongoing in Brussels his afternoon. 

Q Can you explain why -i was that tne State Department spokesman 
was so unequivocal yesterday 

MS. MYERS: I thin* his -- and I dot t want to speak for him -- 

but he was making the point t.nat we're dfermined to taxe action on this. 

We fully expect the allies tc support us *s we move -- and the meeting in 
Brussels is specifically to look at ways prevent further erosion in the 
humanitarian conditions in Bosnia and to farther the negotiations ongoing 
in Geneva. We expect tnat the allies wii_ support us in that. We've had 
a number of conversations wiin them over the course cf the past week. But 
we expect to take additional action in ct:.cert with the allies. 

Q Given the hi-tory of this whole i lea, hcwever, why should 
anyone believe ycu, j-articularly in the f.rmer Yugoslavia? 

MS. MYERS: I tr.ink the situation tr.^re has gotten worse. I 

think -- ana I think we will do everythin - we car. to prevent further 
deterioration of the .lumanit _‘ian situat ... no. just in Sarajevo, but in 
other parts of 2cs:: n. In a-aitior.. : t. thi.: is a slightly different 
position. 

Q Are you sure you can do every thi: we c. r.? 

MS. MYERS: We ■■•--- -- v.e're look in., it ooiions of 

do. We will dc w:*.at can i prevent t. 


what we can 
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Q The reason I ask that, is it seems to have been a disconnect -- 
or maybe not --becwe-n the Write House ar.l officials at the State 
Department on this i. sue. Officials at me State Department are 
suggesting fairly strongly that something truly new and different is afoot 
here, and the White House keeps saying, no, no, we're just sticking with 
what we've always said would be policy. What is the 

MS. MYERS: No, I don't think that's quite what we're saying. I 

think what -- in terms of how we expect this action to proceed, we're in 
Brussels now discussing with the allies further steps to take. We fully 
expect that our allies will be with us or. this. 

Q And do you fully expect to act within days then? 


MS. MYERS*. I think what he meant in that regard was that -- and, 
again, I don't want to get in the position of speaking for him -- but with 
respect to Resolution 836, Secretary -- : mean, Boutros-Ghali had said last 
week he expected that to be -- things to be in position by the beginning of 
this week. We don't expect that that has changed. So if there is 
another attack or. UN=P.OFOR forces and if they'd request support, that 
should be ready in a matter cf days. As to additional action, I don't 
think we have a timetable on that. 

Q As part of this, the effect on ths peace talks -- apparently 
now the Serbs have agreed to give up one ~f their artillery positions 
outside Sarajevo. I.- the efrect of all c: this calk possibly just to 
influence those negot.ations 

MS. MYERS: Clearly. we ve always ma .ncained that what we want is 

a negotiated settlement toward — for Bosnia. We've always maintained 
that. But we need to see actions on the ground. 


not just words. I mean, we're encouraged, but we're certainly not going 
to stop at the Serbs’ word. We've seen tr.ac before. Obviously, our goal 
here is a negotiated settlement to stop me fighting. 

Q Have ycu changed the policy that no U.S troops will be 
introduced into Bosnia excepc as guarantors of a signed peace agreement? 

MS. MYERS: The. e's beer, no change :n that position. 

Q So anything -_.:at you re proposing to tha allies right now does 
not involve U.S. ground troops? 

MS. MYERS : Ths - ' a right. There's r -er. no change in our 

position. The only circumstances under v.v.ich we would contemplate U.S. 
ground troops is t: implement an agreement reached by the parties. 

Q To any -- I mean, in any number? Specifically with regard to 
the ground -- 

MS. MYERS: There's just been on change 

Q artillery spotters and things _ike chat? 

MS. MYERS: No change in our positic.:. There's just been 

there ' a no change. 

Q So che artillery spc-iars would r *• Europeans or other allied 
represent at iver? 

MS. MYERS: Ther-'s -- • -»s, there's use beer. -- that's correct. 

There's just beer, nc 'range /.ere. 

Q During th“ i -- S- cretary Chn ropher's last trip to Europe, 
the White House m3de :uice c.ear that it .oula only act muitilaterally. 
Are you prepared to restate *nac or has tnere been a change in that 
position? 

MS. MYERS: The negotiations in Brussels are ongoing. We just 


The 
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don't ace any -- it' 3 . just premature. We don't expect there's* any need 
for anything else. We expect that the ai.ies will be with us on this and 
we expect to go forward in ccr.cert with tnem. 

Q But was it premature to say that last time? In other words, 
you made it quite ci sar prici to the Secretary ' 9 mission that you 
contemplated only multilateral action. 

MS. MYERS: I think that we fully expect the allies to be with us 

on this. We fully errpect to go forward m concert with them. 

Q But isn't a change or policy when now we're now willing to -- 
is it not a change ci policy when now you're not willing to say like you 
were before that we're only going to act multilaterally? 

MS. MYERS: We're just not there yer The conversations in 

Brussels are ongoing. 

Q What -- you were there a couple ci months ago and you're not 
there now? 

MS. MYERS: We're in the midst of discussions were we fully expect 

our allies to worn w.t.i U3 c solve this -rcblen. 

Q But you're Rut rulir.c out -- you won't rule out unilateral 
action? 

MS. MYERS: We' .e just r.ct there. v.~> fully expect the allies to 

work with us cr. tr.is. 

Q But when you say you're not there, what does that mean? What 
do you mean you're not there. Not where? 

MS. MYERS: In the respect to the action being ccntemDlated and 

what they're ciscussir.g now m Brussels, /e fully expect the allies to be 
with us. So there's r.o need to discuss anything -- 

Q I understand that, but when you tv/ you're not there 

MS . MYERS: We'?e not tc a point wht -e that would even be 

discussed. 

Q But the operative phi ase is always "fully expect." What if you 
don't get what we're looking for? What if they chicken out? 

MS. MYERS: 7 ha*. ’a hypothetical. I' *. not going to 

Q But Y c *- lull, expectrd the allies tc be supportive the last 
time Secretary Christopher went on a mission and they were not. And, in 
fact, it was sc-nev/hsr of ah emoarrassment to this administration to have 
been talking 'ery ex: tcitly aoout miiit? . / act-.cn thnt was contemplated 

which then couM net wke pi = re . 

MS. MYERS: Well. I Chinn the circun.ncances have changed 
somewhat. This is, as you knew, a diffeii.tt prooosal chan we contemplated 
m May. We've had a number of discussions over the course of the past 
week or so, more than a week, with our al_.es ar.c we expect them to move 
forward with us or. this. We nave every expectation that they support 
this . 

Q Did you deliberately intend to send the signal that Mike 
Me Curry did last r.ic.-.t? Thai you would art with or without the allies -- 
that the U.S. government would act with cv without the allies? 

MS. MYERS: I tr.ir.k that our position continues to be that we 

fully expect this ac~ : rr. to re mulcilace: th o -- 

Q was he out ir. front - f the curve. 

MS. MYERS: It'*, r.ot f c: me to say. 

Q Sure it is. 'Laught^..) 

C Well, som-oenvs got to speak for the acmnistraticn . 

MS. MYERS : Wei . Secre nry Christoi si -- r.t. Secretary 

Christopher spr.-xe tc mat a ..ttle while . 3 c, and he spoke directly to Mike 
Me Curry and I think 'ill 1 - his coirme: i on -hat s~ar.d. And I'd be happy 
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to cry to make chest uvailafc-i. 

Q A few ainut :s ago y. : said it wr ..Id be premature to talk 
about anything bevor.a Che collaborative process. Are you saying that any 
statements to the contrary were then pren iture? 

MS. MYERS: I think I'll let my stat ements cr. that stand. The 

administration's position is chat we're coving forward. The talks in 
Brussels are ongoing. We fully expect the allies to be with us on this, 
and beyond that we have nothing more to say. 

Q Did the Secretary clarify this? 

MS. MYERS: Yes, he spoke to it. 

Q The President 3aid that those stories were exaggerated, that 
they had gone ceyonc the pals. Are you retreating from that position or 
was the State Department off base? 

MS. MYERS: I t.oir.k I've clarified w.iat the U.S. position is and 

Secretary Chriscocner spoke to it. 

Q Well, then it doesn't match what .-/as said yesterday. 

MS. MYERS: It doesn't match what w? ; reported yesterday, that's 

correct . 

Q Everyone reported the same briefing -- 

MS. MYERS: I understand. 

C Well, were they misquoted? 

MS. MYERS: I understand. Again, S- oretary Christopher spoke to 

Mike's comments and 1 will 1 : the Secre; .try's response to that stand. 
We'll have a trar.-criu- , and 'd be ha do co make that available for you 
all. 

C Mike d.i". : jv/ whsc e was repo: ed tc have said? 

MS. MYERS: I'm ;ust sa*. ing I'm not going co comment on Mike's 

comments other than to clarify what the a iministration' s position is. 

Q So the adrr.ir.: so ratio has not sa: 1 that he was wrong and you're 
still not saving that ne was wrong? 

Q What? 

MS. MYERS: I've clarified what the administration's position is, 

I think, and I think I will let Secretary Christopher go beyond that. I 
don't think it's r.y rule. 

Q You don't think it's -- 

MS. MYERS: I c t chi : anybody's paying chat. All's I'm 

saying is it's not f.i me tc -ommenc cr. r- ..<e's comments. I've done 
I ' va laid out v.hau. t;v. administration' s position is and I think that's all 
we need to say aocuc -C. 

Q What exactly is the :-.dministracic.i' s position with regard to 
additional action beyond protecting U.X. forces? If the Serbians were to 
stop firing or. Sarajevo, would chat be enough? Would you also ask them to 
retreat from pcsicicr.s arouna Sarajevo as a’conaition* for not activating 
your plan? You keep saying that you're in talks in Brussels about this. 
What exactly is ’’chi.--*? 

MS. MYERS: Thi . s act on within er.-stina U . N . resolutions to 

step further detericr.ition o. humanitarian cone. t ions, to prevent the 
strangulation cf Sa: ■. evo, a., co do wha: we can tc support the 
neocciat-ons. r :v-- t ..-.rd a ..-cotiaced settlement in Geneva. 

C Military .-.ct- 

Q As long as re_-ef convoys, for instance, were permitted to 
reprovision Sarajevo and the shelling ce... -ed, would tr.ac satisfy you? 

MS. MYERS: Well there .ire two set- if actions we're talking 

about, the fir.-t ens -within t.-.e context c - 63S. If UMPROrOR forces are 
attacked and reyuest assistance, that wi! . be the context for action 
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there. Tha context for action -- additional air strikes, other things 
specifically additional air strikes are what's being discussed today in 
Brussels. 1 

Q To what purpose? Wh.it is the ob: active of the administration 
on the very point you just mentioned? What do you want to see on the 
ground? 


or 


MS. MYERS: We would line to see an end to the erosion of 

humanitarian and to urge them to urge their colleagues to support the 
plan. I think we're going to do very well among the members of the 
Progressive Caucus, but we're certainly nit taking their votes for 
granted. 

Q At this point he neecs votes and .iot from the Progressive 
Caucus, however. 

MS. MYERS: Ke -- I disagree with that. He very much needs the 
votes of the Progressive Caucus and we don't want to lose any of those by 
taking their votes for grant^-H. 

0 where he r.iqht be oncerned about 

MS. MYERS: I'rr. not -- 

C some votes of the Progressive Caucus . 

MS. MYERS: If we -- if me President is effective at this, we 
won't have to ce concerned. 3ut he's not taking any votes for granted. 

Q about the executive order on entitlement cuts? The 

seid he raicr.t have one or those ready for conservative Democrats 
in the House Wednesday or Thursday. Is mat still the schedule or is he 
just going to send maybe a letter over outlining 


some things he's goir.c to d= 
wording? 

r:s. MYERS: Yes. As you 

consider additional legislaci 
that was passed in m.=~ House 
have been made about that yet 


because th-.: _ e are some concerns about the 

■•now, he sam he'd be willing to either 
on or an executive order to codify the review 
clan. I dor. 1 t believe any final decisions 
. But he'd certainly be willing to consider 


Q the rest rf the w- 
to the Hill or Wednemav mor: 
MS. MYERS: It' =•• uncle a: 

leaders from avour.d the coun; 
leaving a let cf ilexiaility 
order to deal with w.tut come, 
that's on in addition to sor: 
what is it? T.ta Urban Leaou- 
Washington Hilton. And I bel. 

C he saic he'd meet 
the budget. That he'd be wi: 
have any plans to talk with i 
MS. MYERS: The Preside: 

Q 
Q 


s-=k lock iik~ And is he uoing to go up 
.mg? 

He will u mtinue to m-at with opinion 
"Y and with igicr.nl media. I think he's 
.r. his schedule for the rest of the week in 
: up ir. the L :Jget process. The only thing 
of regional -- meeting opinion leaders is - 
Urban League on Wednesday at the 
.eve it's around noontime, 
with the President --or talk to him on 
.ling to talk with him. Does the President 
:im? 

it has no plaus tc meet with Mr. Perot. 


MS. MYERS: Does the President? No 

fcU J* * s the do - : - a trip ne:: week before he goes to see 

the Pope m Der.ve: ? 

- t. tha there's a mod chance that he will travel 
at -he early pr.rt oi .-.ext we--, and then 
Q fie. J rei . i^d? 

MS. MYERS: i.ot .euessa' . I wcu_ ::i't rule out that there will 
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be a flood step. Buz there ne no specif i: plans at this point, but I 
would leave open the possibility that we would travel Monday, Tuesday or 
Wednesday of next week before the Preside* .it goes to Denver on Thursday to 
see the Pope. 

Q Will he come rack here before going to Denver, or might this be 


MS. MYERS: It could - - I think anything is possible. I think 

it's possible we could go out Wednesday and not come back. 

Q on the budget. When you say you fully expect that the 
budget will pass, what do you base those expectations on? On people who 
have told the President privately that they're open to being talked into 
it? On - - 

MS. MYERS: Sure. 

Q a vibe? 

MS. MYERS: No, no, no. On -- we've had --as you know, we've 

had a number of conversations with all of these folks. They've been 
we ' ve had a let of conversations and I think -- this is based on our hope, 
based on what v.*e knew where various Senators stand on the package. 

Q Dee Dee, on 3oren, if you could 

NS . MYERS: This is based on conversations. I wouldn't say that 

it's completely done :.r this point, but I mink our expectation is that it 
will be. 

C wis .ful thinking? 

MS. MYERS: We 1_. I wou.tn't say tha -. . I think it's based on an 

expectation -- based :i a nur.r.er of conversations that when the time comes, 
the votes will be there. 

Q As far as Borer: is concerned, De-* Dee, he voted for the 
President's package the last time around. So much of the House- Senate 
conference compromise was designed to satisfy him and his needs, and now 
he's gone ahead and anr.ounceo that he's rot going to support the 
President's plan. How could you not feel oetrayed by Boren? 

MS. MYERS: Ultimately the President oelieves this plan will 

pass. I think this _=> not a r.eat and clean process. I don't think — 
again, we didn't eve: count Senator Berea' s support for this phase of 
the process. We're co:ng tc get the votes someolace else. So, we'll 
see . 

C aair.:niPtr....:on oc; ,-ct to the _r.ilusi.cn m the package of 
things that aren' t in there now that would go to benefit individual 
members' states and districts in exchange for their agreeing to vote for 
the package? Would you object to an agreement .ike that? 

MS. MYERS: That's an epen-ended question which I'm not going to 

answer. I think it would depend on what it was. If there was something 
that was beneficial -- I mean, first of all, the conferees are working out 
the final details. r think m broad number of discussions over the course 
of the past we-k cr r_ -- me e chan a wee?: with our allies, and we expect 
then to move forward .:izh us t. this. We have every expectation that they 
support this . 

C Did yc d^_: ately intend to send the signal that Mike 

Mccurry did la.-t me. : Tha- you would -.it wit:: or without the allies 
that the U.S. :cv-“rr.- r.t would act witn it witr.out the allies? 

MS. MYERS: : that our position continues to be that we 

fully expect this ac: .-. on to mult Hater . Th .t -- 

C Was he out in front *i the curve 

MS. MYERS: It'.*, r.ot ft” me to 3av. 

Q Sure it is. Laughter.) 
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Q Well, aomebody's got co apeak for the administration. ' 

MS. MYERS: Well', Secretary Christopner 

C 

MS. MYERS: No, Secretary Christopher spoke co that a little while 
age, and he speke directly c. Mike McCurry anc : chink I will let his 
comments on that stand. Anc I'd be happy to try to make those 
available. 

Q A few minutes ago ycu said it would be premature to talk 
about anything beyond the collaborative proceas. Are you saying that any 
statements to the contrary were then premature? 

MS. MYERS: I think I'll let my statements on that stand. The 

administration's position is that we're meving forward. The talks in 
Brussels are ongoing. We fully expect the allies to be with us on thia, 
and beyond that we have nothing more to sty. 

C clarify tms? 

MS. MYERS: Yes . he spe:* to it. 

C Tne Prrsider.- .-.-aid t.. .t these scenes wore exaggerated, that 
they had gone r evened -re pal- . Are you r -creating from that position or 
was the State Department off oase? 

MS. MYERS: I think I've clarified what the U.S. position ia and 

Secretary Christopher spoke :: it. 

Q it doesn't match v/r.at was saic yesterday. 

MS. MYERS: It doesn't match what was reported yesterday, that's 

correct . 

Q 

MS. MYERS: I u::derstsr.~ . 

C Well, were tr.ev misg -ted? 

MS. MYERS: I ur.de rstar.- 

C I mean, was - 

MS. MYERS: Again Secretary Christcyner socke tc Mike's comments 

and I will let the Secretary's response tc that stand. We'll have a 
transcript, and I'd be happy to make that available for you all. 

Q die he say what r.e was reported to have said? 

MS. MYERS: I'm ; -at saving I'm not roinc to comment on Mike's 

comments other than to clan_y what the a immi 3 1 ration' s position is. 

C said chat he was wrong and yoi ’ re still not saying that he 
was wrong. 

C What? 


MS. MYERS: I'v-: c«arif *d what the .dministraticn* s position is, 

I tnir.k, and I think 1 will . t Secretar* ■ Ihristooner go beyond that. I 
don't think it' 3 rv r.e. 

C 


MS. MYERS: I don't think anybody's 

saying is it's not for me tc comment on M 
I've laid out what tne administration's p 
we need co say about it. 

Q exactly is the administration' 
additional action beyond protecting U.N. 
scop firing on Sarajevo, would chat be er. 
to retreat frerr posit*. *ns a:* ...nd Ssra:evr 
your plan? You keep saving at you're i 
What exactly ia this" 


saying tnac. All's I'm 
ike's comments. I've done -- 
csicior. is and I think chat's all 

a position with regard to 
: trees? If tne Serbians were to 
tugh, r r would you also ask them 
\s a -cr.cic ion for not activating 
.. tal< : - m Brussels about this. 


MS. MYERS: T.us s actim wit.nin e::_ating U..W resolutions to 
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atop further deterioration of humanitarian conditions to prevent the 
strangulation of Sarajevo and to do what we can to support the 
negotiations, move tcw^rd a regotiated settlement in Geneva. 

Q military 

Q As long as relief convoys, for instance, were permitted to 
reprovision Sarajevo and the shelling ceased, would that satisfy you? 

MS. MYERS: Well, there are two sets of actions we're talking 

about, the first one within : :ne context of 836. If UNPROFOR forces are 
attacked and request assistance, that will be the context for action 
there. The context for action -- additional air strikes, other things, or 
specifically additional air strikes are wnat's being discussed today in 
Brussels . 

Q To what purpose? What is the objective of the administration 
on the very point you just mentioned? What do you want to see on the 
ground? 

MS. MYERS: We would like to see an in d to the erosion of 

humanitarian conditions there and we woul i like to support negotiations 
toward a settlement in Geneva. Ultimately, we'd like to see negotiated 
settlement and a cessation of hostilities in Bosnia. That's the ultimate 
goal . 

Q I'm just wondering w:.r»t the trigger would be for air attacks 
under this additional plan. 

MS. MYERS: And that's v-nat's being discussed now. It's part of 

the conversation in Brussels working out the specifics about how this 
would work operationally. 

Q But it 's your plan ='• you ought t. be able to tell us* what is 
in your plan. 

MS. MYERS: I am r.ct gc*:.g to tell v a. The plan 

conversations about this are ongoing and no final aecisions have been 
made. So I'm r.ct going to get intc the specif ics. 

q Does year plan fall - does command and control of your plan 
fall under the auspices of N.-.70 or the United Nations? Boutros Ghali is 
saving any response unaer 83-. is his call. 

MS. MYERS: Well , 336 -- exactly. 

Q You agree with that. But then fer the additional action that 
may be contemplated, whose ca_l is that? 

MS. MYERS: Well, as ycu know, NATO is meeting about it today and 

they will work out exactly hrw that will ce triggered. But that is 
something that is being handled at the Nc.th Atlantic Council today. 

Q Would that be Boutrcs Ghali's dec sion or the U.N.'s decision, 
or is it something that NATC and the United States would determine? 

MS. MYERS: It's something that NATC is looking at now and exactly 

how it's structured will be worked out. But it's something that is, we 
believe, permissible under existing U.N. resolutions, particularly 770. 

0 unilateral cr mull lateral -- do you have a timetable? 

MS. MYERS. No. Again, mat's something that they're 
discussing. 

Q Do you have a range? 

MS. MYERS: No. 

Q A period? 

MS. MYERS: No. 

Q At risk of getting t same ar.swe . that you've been throwing at 
us time and ag'in, are the NATO forces tc ;av discussing not whether to do 
this, but how to do it; 

MS. MYERS • Weil, I thin-: you'd ester list*. -- they'll establish a 
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support from any members of the 


•at of criteria that weald trigger action. And I think that 1 a somethin® 
we'll ha y e to wait and aee hov: it's structured. I mean, I think that the 
united States is determined tc move forward with its allies to again 
prevent che deterioration of humanitarian conditions and to further # 
negotiations in Geneva. And so I think tr.ere w.ll be -- that plan will be 
worked out. y 

Q On a non-Bosnia subjert? 

Q Oh, good. 

Q The President talked to David Boren today and can you give us 
an idea of who he has talked to in terms of rounding up votes, other than 
what we know about already in the public schedule? 

MS. MYERS: Yes. As you know, he met with the Progressive Caucus 

this morning - - 

C Why? 

MS. MYERS: To coi.zinue -o press foi support for the economic 

package . 

Q la he concerned aboui 

Progressive Caucus? 

MS. MYERS: I think that we're net t ~ <mg * single vote for 
granted on this. As ycu knc*.;, it's very riose in the House. It will be 
close again -- 

Q Can we get the answer to my questions first and then you can 
follow? 

C I'm serry . Sure. 

MS. MYERS: I'll have t take that because I don' 

talked to any member of the S-.nate rodav in the 

C Including Senat or Boren? 

MS. MYERS: I don't beli-ve so, but . et me take that. 

Q la the confidence expressed by Vi re President Gore yesterday 
diminished in any way by the apparent defection of Senator Boren? 

MS. MTORS: No. As you -.now, the Vi e President made those 

comments after Senator Borer, announced hi? intentions. I think that we 

*fP* cr * d Chi, would =lo«e- buc •»* do expeci that in eh. end the 
president's plan will pass. 

nave been male in the Social Security 

that's er. .ugh tc set you the votes that you 
expert that there' s going to have to be some 
*.a before y-u car. 3-al this deal? 

-nx -- they .aven't finished. They haven't 
yet. We ' _ 1 ee what they produce bv the en 


't know that he's 
House -- 


pass 

0 Are the changes that 
prdvision today --do you th: 
need in the Senate, or* do yc 
more fiddling r round the mar- 
MS. MYERS* I mean. I t.. 
produced a comerence r eport 
of the day. 

0 Are you thinking that 
the end of the day, or are y 

MS. 

be abl 
what 
done. 


:hey produce by the end 
they're going to be able to produce by 


M^. MYERS: Their guidance to us was that they thought they would 

i- to. I haven t hears anything to tne contrary, chough I don't ] 
I certsi nly wouldn't place any bets as to what time they'll gs< 


know 
they'll get 


Q The President still c 
MS. MYERS: Tentative:-/ 

C Has th»*>t been nre t- 
conferer.ee? 

MS. MYERS: No, it was 

conference which is wh“ we d- 
about it. But we're hopeful 
Q If it is tomorrow, *■ 


-annir.g tc a idreas the nation tomorrow? 
tati-e giv*:* the timing of the 


ways ter. tar ve ba.-ei o 
ir.'t put out -- marie a 
that we can so forward 
t time? 


n the timing of the 
formal announcement 
tomorrow night. 
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MS. MYERS: Probably 8:C', p.m. 

Q It's beer, reported ti.at in his cc. -.versa tior. Boren that he's -- 
I don't know -- very laid back, that he didn't pressure Boren, that he 
didn't twist any arms, that he thanked Boren lavishly for supporting him on 
campaign finance reforr. and ether issues. Does the President think that 
there's some value in being tougher with some of these people? Or is this 
the mode of his meetinos? 

MS. MYERS: Well, I think -- 

Q Did he hue him? (Laughter.) 

Q Or did he refuse to hug him? 

MS. MYERS: That's classified. He sends a lot of subtle 

messages . 

Q How would you describe his -- 

MS. MYERS: Oh, I think like anybody else, he has different 

relationships with different individuals and chooses to work and talk with 
them differently. I'm not sure we ever expected Senator Boren's vote on 
the final package. 

Q Does he feel disappo. r.ted and in any way 

C Betrayed. 

Q betrayed is the right word -- thank you. Does he feel 
betrayed by Senator Boren" s performance c:; this! 

MS. MYERS*. No. Z think -- I mean, as you pointed out, and 
Senatcr Boren pointed cut, he's certainly voted with the President on a 
number cf tough votes. And 1 expetc he'!’ continue to do so over the 
years. We didn't ever count nim as a yet on th- conference portion of 
this package. Obviously, the President v. _uld -ike to have every member of 
the Senate he can get and particularly every Democrat, but that's not 
realistic. This is a cood package, but it's a tcugh package and 
ultimately we tnir.k it will c-t if passed. But we ' re going to lose some 
folks. 

C What ai out Bob Dole' - invitation :: a summit? 

MS. MYERS- As you kr.ov, there have oeen a number of summits in 
the past, and 1 think five.cu- of six have actually resulted in higher, not 
lower deficits. We'.ve been working on this package now for Che past five 
or six months. The • President believes it's a verv good package, it meets 
his objectives that will bri:.j the defic: down and get the economy moving 

in the right direction again And this will past. 

C Has the President ca_led today, cc does he plan today, or did 
he call over the weekend any cf chose six Democrats who voted no against 


MS. MYERS: I took that question. 1 don't think he - - I don't 

know if he has any plans to tall them today. 

C Who din he call over the weekend? 

MS. MYERS: I believe he spoke with .-litcheil and Foley, and 

perhaps Moynihan. But 1 car. take that 

C Those are tough vete (Luughtei 

K>. MYERS- Well, Z chi:..: }usc -- t:. y wcr..-I very hard 

C Did he hue ther ? 

I- 7 . MYERS It was a plu r.e call sc i was :ir.a of hard. It was a 
very -- they wmrked very hard last week t. try to maintain the President's 
princieles in mis package. 

C Did he call an\ fenc- sitters eve. the weekend? 

C What aie those prir.c les" 
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MS. MYERS: 
Q 

What was 


I don't -- yuu asked for it. 
tny question about the meeting with Progressive Caucus, 
the purpose of it? And given Senator Boren's defection*and the 
meeting with the Progressive Caucus, did the President feel that maybe a 
lot of the compromises he mate at Boren's insistence were wasted? 

MS, MYERS: No, I think that, as you know, the Senate Finance 

Committee, that was probably the toughest oart cf this -- one of the 
toughest parts of this process. And I think that it was clear we weren't 
going to have the votes in Senate Finance for Btu tax from early on That 
was something we said at the time. 1 * * 

He met with the Progressive Caucus because he's met with all of the 
caucuses to urge them to support the plan and tc urge them to urge their 
colleagues to support tne pia::. I think we're going to do very well among 
members of the Progressive C.icus, but we- re certainly not talcing their 
votes for granted. y 

Q At this pcint he neeu=> votes and not from the Progressive 
Caucus, however. 

MYERS: I disagree th t:.at. r. very much needs the votes 

of the Progressive Caucus ant we don't want tc lose ar.v of those by taking 

their -'otes for grantee. 1 3 

Q Show m': where he rnient be concerned abo"t 

MS. MYERS: I'm net 

sore votes of the Progressive Caucus. 

MS. MYERS: If we -- if :ne President is effective at this, we 

won t nave to re concerned. =uc he's not taking any votes for granted. 

Q about the euecutiv, order or. entitlement cuts? The 

n i ghC ha ^ n f cf chose - ead '/ = conservative Democrats 
in the House Wednesday or .hors day. Is tr.at still the schedule or is he 

rh/* nG mayte a h::er over cct lining some things he's going to 
do beenuse there are seme rcu.erns about :e woriinc? y 

MS. MYERS: Yes. As you .--.now, he sai * he ' o’ oe willing to either 

consio-rr additional legislation or an executive order to codify the review 
that w-.s pasaeu in the House plan. I don't believe any final decision! 
have keen made about that vet. But he'd • - - Y - cecisiona 

it . 

C what's the rest of t. weer look 
up to Hill or. Wedn* -day mine? 

K. . MYERS It's uncle*.. Ke will c: 
leader- from arour.d the count, y and wi-'n 
leaving a lot cf flexibility in his sc.-edhTfc 
order to deal 
chat' 

*' urDa -^ on Wednesday at the Washington 

Hilton. And I oeneve it's around noontime. 3 

C Ross F-rot was in tow:: today. He said he'd meet with the 
Presicenc or talk to him on tne budget, cuac he* a be willing to calk with 
preside.-.-, ha-, any plans t, talk witn him? 9 

* he Piasi <je:.t has no pla:i3 to meet with Mr. Perot 

C Did he see nim last - idav- 

Ml. MYERS : Did t: 5 . Fre-.dant? No. 

th - Preside:., d.i. « trip ; ;e: : 
the Pc-^e m Denver? 

M*. MYERS: I thii the:, there's a c ai cr.=r.c 

at the early p* rt of nr-: anc then - 

C Is tha- flood relate 


---cair.ly be willing to consider 

* -ke? And is he going to go 

ntmue tc meet with opinion 
juic.-.a. media. I think he's 

cne rest of the week in 


if "° d ? al v fich what come= up in the cuoget process. The only thing 
1 on i r ‘ ac -‘ ltl ° n sor - regional neetmo cf ccir.ion leaders is -- 
'l* L f? 5U * ? UrDan Leagua on Wednesday at the Washington 


store ne goes to see 
chat he will travel 


476 


o.s 


9b, 


August 


1993 


PAGE »• 


MS. MYERS: Not necessarily. • I wouldn't rule out that there will 

be a flood stop. Sut there are no specific plans at this point, but I 
would leave open the possibility that we would travel Monday, Tuesday or 
Wednesday of next week oefor * the President goes to Denver on Thursday to 
see the Pope. 

C Would ue come back hire before going to Denver, or might this 
be an overnight? 

MS. MYERS: It could -- I think anything is possible. I think 

it's possible we could go out Wednesday and not come back. 

Q One more time on the budget. When you say you fully expect 
that the budget will pass, what do you base those expectations on? On 
people who have told the President privately that they're open to being 
talked into it? On -- 

MS . MYERS : Sure . 

Q a vibe? 

MS. MYERS: No, nc . no. On -- we've nad -- as you know, we've 

had a number of conversation! with all of these folks. They've been 
we ' ve uad a lot of convarsa:: ;ns and I tr.i.ik -- this is based on our hope, 
based on what we know where various senators stand on the package. 

C Dee Dee, on Boxen, if you could -- 

MS. MYERS: This is based on conversations. I wouldn't say that 

it's completely done at this coint, but I think our expectation is that it 
will b--i. 

C Wishful thinking? 

MS. MYERS: Well, I wouldn't say chat. I tr.ink it's based on an 

expect-; cion -- based or. a number of conversations that when the time comes 
the votes will be there. 

C As far as Borer, is c.rcemed. Dee Dee, he voted for the 
President's package the last :ime around. So much of the House- Senate 
confer--r.ee compromise was designed to satisfy him and his needs, and now 
he's g.na aheavi and announce! that he's not going to support the 
President's plan. Kow could you not feel oecrayed by Boren? 

M~. MYERS: Ultimately, the President believes this plan will 

pass. I think this is not a. neat and clean process. I don't think -- 
again, we didn't ever ccunt on Senator Boren's support for this phase of 
the pr-cess. We're going to get the vote; someplace else. So, we'll 
see. 

C Does the administration object to the inclusion in the package 
of things that aren't in there now chat wr-uld go to benefic individual 
member states cr districts ir exchange for their agreeing to vote for the 
package? Would you ob] set tc an agreement like that? 

MS. MYERS: That's an cren-ended question which I'm not going to 

answer. I think it would depend on what it was. If there was something 
that w^s beneficial -- I mean, first of all, the conferees are working out 
the final details. I think in broad strokes we know what the package is 
going :o look like, anc the .-resident believes that it meets his 
principles. 

C. Right, but would you -bject to ar. appropriation for federal 
money that is r.ot in there new being put i:i between now and the time it's 
voted rn? 

M‘. MYERS: That's a blanket question. I kiver.'c seen it. Show 

me a s- -cific nd perhaps we .1 comment c:: ii. 

C Are yc*. oo.vn tc iieci . acior. on ihat point? 

K . MYERS The ccnfere e cjismic~.ee certainly is 
negcti .cion on .t. The/'ru -'inc ro 


open to 
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C You wouldn't object ii someone convinced the conference of the 
inclusion of scmething that benefitted -- 

K.3. MYERS: No, I'm saying I'm not going to answer that question 

in its sort of blind, charging horse form. (Laughter.) 

C Well, if that's th j way you feel about it. 

Q angry at any member of Congress at all for any vote? 

Q Ever? (Laughter.) 

C Does the President get angry? 

MS. MYERS: Sure. 

Q At Brit. 

C How about on the budget? 

MS. MYERS: No, he loves Brit. I think he's exoressed his 

sentiments to a number of members and worked very hard to get. them to 
support Che package, made sure that they know what's in it. 

C How dees he express iiis anger? (Laughter.) 

C Take it out on you, r-'e Dee? (Laughter.; 

C By joerrino. 

KS. MYERS: Yes -- 

C A week ago in Chic3cc, right? Speech, remember? Was that an 
expression of his anger when he complained about gridlock? 

MV . MYERS: I don't knc.: if chat was anger, but I think he 

certainly feels strongly abev.t chat . 

C What wss chat if it wasn't anger? 

M^. MYERS: Passicr.. (Laughter.) 

C Oh, bey. 

C Speaking of passion, now committed is the President to the 
meals ana entertainment dedur-.ion, given that would be verv beneficial to 
Nevada and you need Brytn's --nte? 

M3. MYERS: As you know in the original package we proDosed a 

reduce -.on in tint deduction and I think tne President feels that that was 
good proposal, but we'll see what comes out in the final package. 

C Is the President meeting this afternoon with some Californians 
in record to Cue budget? 

a greup of opinion leaders in from 
ith s number of states. 


M3. MYERS: Yes. tne re 

California. W- 've done ch- 
C Is Willie 3 row. 

C Who is that? 

C C3n yet: give us a'iev: samoles? 
MS. MYERS: I don't have a list - 

yes, Willie Brown -- it is 
C Tommy lasorda? 

M-. MYERS: I could oniv 

to hac -».o. 


I don't nave a list, but. 


hope, but I think that that's not going 


C Ronald Reagan? 

MS . MYERS : Thac ' s okay . 

C What' s the purpose c; 
Hasn't he got the two senator 
MS. MYERS: Yes, tut cr.f 

to help make sure chat tne p.. 
And we found it very effect:-.- 
meet with groups of opinion . 
differ -r.t peop e, not ;..st t 
admini tracior. -- the econcr- 
folks -uestior..-: about what's 
it wil affect small business 


the meet ir.a with tne Californians? 

: ye-" 

of the things that we're trying to do is 
.lie understands the components of the plan. 

: over the course of the last few weeks to 
‘aders from various states to talk to them -- 
President, but various members of the 
team ha -, e gone in mere ar.d answered these 
r. tne package, hew it will affect them, how 
-- as much as wa'i know about the final 


a 
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details, which has beer, very helpful. Then those individuals Can go back 
to their states and talk to .ther people and try to make sure that there ia 
an accurate perception of chm plan. Fcr example, 80 percent of the new 
taxes i r. this plan are on people making ever $20-3,000 a year. I do not 
know that that is yet s wide-/ heic perception, but we're making headway. 

Q We've been watching Americans in tne Midwest for over a month 
now filling sandbags and trying to prevent flooding of their cities and 
farmlands. And the question is beginning to come from the Midwest: 

Where's the Army? Why aren't there tens of thousands of troops out there 
filling sandbags and helping create these levies and fight the floods-, 
bringing sanitation equipment, water purification equipment? 

MS. MYERS: The governors have not requested it. 

Q Has it been offered? 

MS. MYERS: I thinic that the understanding is if they requested, 
it was something that we would consider. 3ut I think -- and I will 
double-check this, but I believe Governor Sranstad and others said that 
they didn't think it was necessary. I don't believe they've changed that 
perception. 

Q Do you expect a final report on Mr. Foster's death to come out 
this week? 

M.*. MYERS: To the best of our knowledge, the Park Police are 

still operatin'-? on a timetable that they'll finish it by the end of the 
week O’- toward the end of the wee*. And then I think they'll have to make 
a decision about what tc do with it. 

C Dee Dee, you mention- - the other day that Vince Foster advised 
the Clintons c:i private lega~ matters as -veil as counsel. Was he 
separt" sly ret., nerated for t? 

. MYERS Before com.iv.j tc tne White House, it was done through 
the Rc.?e firm, I believe. A:, i once he care here. no. I don't believe 
so. And I will 

C Does that mean it was it done or. a pro bono basis, or what? 

M~ . MYERS: Mo, it was part of -- it's part of the legitimate 

functi' n of the Counsel's Off tee. 

C Has it ever been don= that way before? 

K ' . MYERS: I believe -- I don't knew the answer to that. I will 

take it. 

Q Would you? I'c appreciate it. 

Also, waf he -- wr.at is the status of the blind trust -- the 
Clinton blind trust? Was ths. scmethinc he was draft ina? It was, wasn't 
it? 

Q Question? 

MS. MYERS: The question was what is the status of the Clinton 

blind trust. And I believe he was and I'll have to take that as well. I 
believe it's been set up. 

Q It was our understanding that it had not yet been set up. Can 
you ch.->ck that? 

K • . MYERS : Yes . 

C Also, there was a fund in which Mrs. Clinton had $50,000 or 

$100, G ? inves ■ ed that -- sc-a percentage of whi ~h was medical stocks. 

Was Vi .os Fos: r a co- invest : with her m mat 

!•*. . MYERS There *as ~r . fund that was retorted or. their tax 

return , and I'll have to to*.-- that as wei-. I don't know the details of 

it. 

Q Does she still hold mat stock, do ycu mow? 

M " . MYERS: I don't believe so. 3ut , again. I think it -- I 
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don't know if it was stock or a mutual fund. I think it might have been a 
mutual fund. 

Q Yea, it was a mutual fund, I believe. Also, how would you 
characterize the nature of the advice she got from him on health care 
matter?? 

MS . MYERS : Legal . 

Q Question? 

MS. MYERS : What was the nature of the advice that Vince Foster 

Q Wasn' t also policy? 

MS. MYERS: No, it was largely legal. It might have been 

exclusively legal. But. for example, he was the -- 

Q But it wasn't legal just about her status, it was about -- 

MS. MYERS: Well, that v:as a big part of it. I mean, he was the 

person that advised -- he was the lawyer in the Counsel's Office who 
handled the FACA suit. 

C Right. 

MV. MYERS: Sc that did .tave a great deal to do with her status. 

C Did tfc«vp suit, cy th- way, specify that she would be considered 
a pub_. o official only tor purposes of that kind of thing and not for 
certai:. ocher purposes! 

M J . MYERS: I don't tr.ir-i: it was that narrow. 

Q I'm talking abcut the White House pleadings. 

MS. MYERS: No, I understand that. I don't think that the 

pleading was that narrow, that I think it went to her status generally. 

But, v'u know, I will -- i;-. fact, what I'll -- I'll take that, but there's 
-* othv-r lawyers in the counsel's office that can certainly speak to the 

detail • of that. I can talk to you about it afterwards. 

C Dee Dee, as far as ytu know, he discontinued, or -- I'm sorry 

-- he v.us not paid for any s-.rvice he provided to tne Clintons 
personally? 

M: : . MYERS: I'll take z..t question, but not that I know of. 

Q When a:.d how dc -s the President plan to tell the American 
people what hi:.* Bosnia clar. _s? Usually wnen you have some sort of a 
military action, or imminent action, he does something like an Oval Office 
addres-t . But if you're goitvto use that fer the budget address, would 
you be wanting to do tv: of * r.em back- to-c.\ck l_>:e that? Cr would we 

possibly see b -me thing icmcr**-w r.igat -- 

M*. MYERS: In the commercial break. 

C Segue -- 

MS. MYERS: No. I think that tomorrow's Oval address, should it 

go forward, will fccus on th budget. Once » final decision has been made 
per the reetir.v in Brussels and other things, I think we'll make a decision 
abcut row* to c: forward with that, both m terms o£ policy and in terms of 
talking to the American pecc_e about it. I don't thinx we're there yet. 

C One question or. next week's schedule. What's your expectation 
at this point •-hen he goes off tc Denver, will he be coming back here after 
that cr will V. be staying c.~, or do we not Knew yet? 

V'. MYERS : Expect that ne'll stay cut through the 26th. 

C - 3 be' _1 go out. :*.e .1 go to Tulsa for the governors and 
he'll t sir* out? 

C And t!. ; 12 tr., wait, did you say tne llti*. to the 26th? 

MYERS : The llth t. -.he 26tn. . Tr.ev' 11 oe bac.< in Washington 

on th-: I7th. 

C And dc we know nsrt *e's going t; be gr me in the meantime? 
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Mt . MYERS: For planning purposes only, and this could change, but 

the tentative schedule -is of now is: Denver on the 12th to see the 

Pope. There's a possibility that he'll go to California on the 13th. 

Q Vacation or business? 

MS. MYERS: Business, just to sort of do a couple events. We 

don't know where and we don't know exactly what yet. On the weekend, 
which would be the 14th and 15th 

Q Isn't he doing a Denver fundraiser? 

MS. MYERS: Coming back to Denver on Friday night, the 13th. 

Q What's the California event again? I'm sorry. 

MS. MYERS: In California we don't know. Back to Denver to do 

something for Governor Romer on the night Of the 13th. So it will be a 
day trip'to California, back to Denver, an event for Governor Romer. Then 
he'll co to Vail for the weekend, which is the 14th and 15th, vacation. 
Then he goes to Tulsa on Monday the 16th tor the Governors Association, 

NGA. 

Q What kind of speech is that? 

MS. MYERS: I don't knew the details of thrt yet. 

Q Is it likely to be health care or is chat -- 
MS. MYERS : We just haven't finally resolved chat yet. Then I 

think ie'll go to Fayetteville for two days on Tuesday and Wednesday. And 
then to Wyoming through the 2-5 th. 

C Knen does he fly co Wyoming? 

MYERS : Unclear. It would be ei trier 

Q Wnere in Wycmir..:? 

Ml- . MYERS . Somewhere mar Jackscn. Is that where you're going 
to go on vacation? (Laughter.) Your worst nightmare: All of these guys 
are staving in your hotel. (I.aughter.) 

Q All the -- 

M.'. MYERS: I woulcn't rule that out. 

C Will he be in cne of these places where ne is out of the way 
and we can't get near him? 

MS. MYERS: Yes, large property, large, expansive -- 

Q And he doesn't tome off and there's no speech 
MS . MYERS: He wii . do minas like play golf but --which would 
probably be off the premise-s but I chink ne expects to spend as much time 
as possible 

C Family pool? 

MS. MYERS: Family pool, although there's certainly been a request 

to take a press plane so that everyoody can share in the fun. But I 
think, on a day-to-day basis, it would certainly be family pool. 

Q Can I reinforce the request that we have a press plane and the 
normal travel arrangements with hotel? 

r:s. MYERS : I think we're moving in that direction. We'll try to 

work it cut. 

C Especially this time of the year. 

C I missed it because was so excited abcut Wyoming. What day 
are w-t ino co Jackson 

M ’. MYERS- The If-h tk ougr cne .!6:h. 

1 lue De-., cr. the Oval '‘ffice -- 

K.-‘. MYERS-. If this is ir. print, ycu guys, I'm dead. 

C C.n cne Oval Office speech tomorrtw night, has there been -- 
given ’-hat happened las„ tire has there been discussions in advance with 
the n-*-“:crks a. -out their wil_ingr.ess to air this. 

[ *. MYERS : We've certainly let them know about our desire to go 
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forward with it, but we haven't -- I don't think we've secured 
commitments. We haven't said for sure whether we're going to go ahead 
with it. But they are aware that this is something that is likely. 

Q What are your plans today if the conferees wrap up? 

MS. MYERS: I thin/. we'l_ do some kind of a statement. 

0 By him in perse::? 

MS . MYERS : Yes . 

Q In the Rose Garden? 

MS. MYERS: Probably. We've haven't made a -- we'll see what 

time -- it will depend a lot on the timing of it. But I would expect if 
that happens in reasonable time. 

Q You said last week you were dealing with Lisa Foster through 
the family lawyer. Is that still the case? And do other officials here 
at the White House deal with the family indirectly through a lawyer? 

What's the reason for that? 

MS. MYERS: Yes, they have a lawyer who is serving as a point of 

contact for a number of chinos. 

C Jim Hamilton? 

MS. MYERS : Yes, Jim Hamilton. And I have no reason to go beyond 

that. 

Q Is that at all relaced to what is a rather slow decision on 
suicide chat seemed ope:: and shut at the beginning? 

MS. MYERS: The family's wishes. 

Q The family's wishes. But is any of that related to why this 
decision from the Park Police hasn't been forthcoming? 

MS. MYERS: I don't believe so. 

C It's been almost two weeks, and as you knew, right from the 
start the question was why it was so clear-cut rather than the ocher way 
around . 

MS. MYERS: I thin'-: cr.e Park Police is proceeding. As you know, 

they've spoken with Mrs. Fester now. They've spoken with a number of 
other folks and I think they feel that they've gotten adequate -- good 
cooperation from the White House and other folks to wrap chia up. 

C One mere quest!, r. . ~ne letter which you say you're familiar 
with -- wis there ar.y a.fpect - -- you've stressed the work- related aspects 
~ are th?re any aspect. 5 cf that letter cnac are not work- related? 

M 7 . MYERS: Nc, it fc ruses on work. 

C To the exclusic : of -- nc personal Droolems cnac are outside 
the office? 

M? . MYERS: No, it sort of shews his state of mind as per work. 

C Is there going to re a background briefing on the oudget? 

MS. MYERS: If it rets ione? 

Q Yes. 

M..«. MYERS: Our expectation is it will deoend as to when. I 

mean, if it gets done at 9 : CO p.m. I don't think we'll do it tonight. If 
get. i; done at 3:G0 p.;:.. I think you car. excect that we'll cry to do 
something. 

C ■’'•at happens, Eee See. if chev don't reach a conference 
agree- *-oc today ar.d they delsv it until tomorrow? Would that be good or 
bad for the White House. 

:t. r . MYERS : We'll -ee v.ac happen*, if tr.ev -- 

C What's the cut -.ft. 1 Dee? If cney ma<e by, what -- 7:00 
p.m, we still yet a statement; 6 : K p.m. we still get a statement? 

MS. MYERS: I don' cnir.x we have a cut-off ~7he last time -- 
the or.iy thing I can do is print back r.o tne previous one. when the House 
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vote passed we did it about 9:00 o.m 
o So it could be that lata? 

MS. MYERS: It could ne . We'll just see what we expec _ . 

Tt-IE PRESS: Thank vou. 

END 

1:49 P.M. EDT 
LANGUAGE: ENGLISH 
LOAD-DATE: August 3, 1993 
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THE WHITE HOUSE 

WASHINGTON 


September 30, 1995 


JI V TE LECOPY 


Robort Giuf fra, Chief* Counsel 
United State® Senate 

Special Committee to Investigate Whitewater 
Development Corporation and Re In tod Matter* 
534 Dirkaon Building 
Vfashinqton, D.C. 7.0510-6075 

boar Hob* * 


l on writing in responao to your lottar of September 
3 5, 1995. The Whlto House has been ablo to loanta no record of n 
telephone coil from Ms. Helen Dickey to tha Governor'* Mansion in 
1 .title Rock on July 20, 3993. 

Ho havo determined that no such call was made from the 
private telephone linos in tho Executive Residence. However, Ms. 
Dickey may have placed tho call through the White Houkg 
uwitchboard or the Signal switchboard. Ho have undertaken to 
verify that neither the White Houma nor the providers of 
telephone servico to the White Houoe have retained records of 
domestic long distance calls placed through either switchboard in 
July 1993. 


Wo will inform you whan we have exhausted our inquirios 
regarding tho availability of telephone records. 



Jane C. Sherburne 

Special Counnol to tho President 


mtii Lance Colo, Special Deputy Counsel 


at titan seta aai 


laaaaas 
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THE WHITE HOUSE 
WASHINGTON 


October 13, 1995 


BY HPND DELIVERY 


Robert ©luffra, Chief Counsel 
Unite dystates Senate 
Special Committee to Investigate 
Development Corporation and Rja 
534 Dtrksen Building 
Washington, D.C. 20510-6075 


Dear Bob: 




In your letter dated kugi 
Committee's request lor el« 
indling of documents in| viijcent 


■ further retrieval elf eJ 


Vft itevater 
lat ed Matters 


at 2, 1995, you expanded 
ictronic mail messages 


re ctr o 


Foster' 
nic mail 


m expanded" 
lessages rial 
off ice. /we 
-consistent 


expanded request and enclose documents bearing Bates 
244-1246. * 


the 

listing 
have 
with 


fCftl . — free to cal l me if you have any qu est! ons 


Since ely yours. 



Jane C. Sherburne 

Special Counsel to the President 


Enel 4 
cc: 


Lance Cole, Special Deputy Counsel 
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THE WHITE HOUSE 

WASHINGTON 


February 27, 1996 


BY M PELiyERI 


Viet D. Dinh, Associate Special Counsel 
United States Senate 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters 
534 Dirksen Building 
Washington, D.C. 20510-6075 

Dear Viet: 


I am writing to memorialize our response to the 
Committee's February 2 , 1996, request for blueprints of the third 
floor of the White House Residence. 

As Jane Sherburne reported in her letter to Mr. Giuffra 
dated February 7, 1996, the Committee's request for blueprints 
raised potential security concerns that made it necessary for us 
to confer with the Treasury Department and Secret Service before 
providing" such information to the Comsittae. On February 12, 

1996, I called to inform you that Secret Service had concerns 
about the release of blueprints to the Committee. I also told 
you that, despite their understanding that the blueprint was 
already in the public domain, Secret Service nonetheless had 
concerns about the Committee's display at televised public 
hearings of an older blueprint of the third floor that the 
Committee obtained through the Congressional Research Service. 

At that time, .1 told you that I had obtained from the 
Usher's Office a less detailed diagram of the third floor that 
the Secret Service preferred the Committee to use for display. 

You asked me to fax the diagram to you so that you could review 
with Mr. Chertoff whether the diagram was an acceptable 
alternative to the blueprint the Committee was already using. I 
faxed the diagram to you immediately. The next day, the 
Committee again displayed at its hearing the objectionable 
blueprint of the third floor it had previously obtained. I 
interpreted this as a rejection of our request that the Committee 
display instead the diagram from the Usher's Office that I had 
provided to you. 

I am enclosing another copy of the diagram I faxed to 
you on February 12. We consider our response to the Committee's 
request for blueprints of the Third Floor to be complete. 
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Viet O. Dinh, Associate Special Counsel 
February 27, 1996 
Fege 2 


Please feel free to call me if you have any questions. 
Sincerely yours, 

**• 

Miriam R. Nemetz 

Associate Counsel to the President 


Enclosure 

cc: Lance Cole 

Minority Deputy Special Counsel 
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*faoi a were x7sb-wf-ib7743 oncxjls 
LEAD INVESTIGATOR AT THE WHITE HOOSS AT THAT TIME. 

t 

SUBSEQUENTLY, AS A RESULT OF WHITE HOUS1 CONTACT WITH THX 0.3. v- 

DEPARTKZNT OF JU3TICX (OOJ) , DEPARTMENTAL ATTORNEY'S OAVIO 

KAROO LIS AND XOCDt ADAMS RESPONDED TO THX NHITX HOOSX AND KXT 

WITH OSFF AND NXFO REPRESENTATIVES. BOTH “KARGOLXS 'AND* ADAMS' 

ADVISED THAT THX FBI WAS BRING REQUEST ED^TO COWTINUX WtST lT2yC 

CUWIENT COOPERATIVE EFFORTS WITH THX OSFF IN THIS MATTER. 

THIS WAS FURTHER CONFIRMED WITH THX U.S. ATTORNEY'S OFFICE, 

EASTERN DISTRICT OF VIRGINIA. AN INITIAL MEETING WAS HELD 

WITH WHITE HOUSE COUNSEL BERNARD MUSS BACH AT WHICH TIKE IT WAS 

AGREED THAT THX VICTIM'S OFFICE, WHICH IS LOCATED ADJACENT TO 

MR. NUSSBAUM'S, WOULD CONTINUE TO BS SEALED BY THX U.S. SECRET 

SERVICE (USSS) UNTIL 10:00 A.M. ON 7/22/S3, AT WHICH TIME _ 

* * r 
MARGO LIS AND ADAMS WOULD CONDUCT A PRELIMINARY EXAMINATION OP 
- **.• •- • . ' - 
DOCUMENTS LOCATED WITHIN THX OFFICX. THX PURPOSE OF THIS 

EXAMINATION IS TO IDENTIFY AND SEGREGATE AMY PRIVILEGED 

j * ^ r 

DOCUMENTS BETWEEN THX PRESIDENT AND THX WHITS HOUSX COUNSEL'S 
OFFICX. SUBSEQUENT, TO THIS EXAMINATION, THX USPF AND WXFO 
INVESTIGATIVE TEAM WILL REVIEW ALL PERTINENT DOCUMENTS IN AM 
EFFORT TO GATHER EVIDENCE IN THIS MATTER. 


r 
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la che laxe afternoon o i Wednesday, July 21, we mac in Che 
office of Whice. House Counsel Bernard Nussbaum wich Mr. Nussbaum. 
Sceve Neuwirch and Cliff Sloan of his scaff, and represencacives of 
Che FBI and Park Police co go over che ground rules for a search of 
Mr. Foster's office. All agreed chac because of che hour che 
search would noc begin uncii che next day. AC chac point che 
Secrec Service had scacioned an agenc by che door co Mr. Foster's 
office ana a Secrec Service agenc who was ac che meeting announced 
chac a special lock would be placed on che door and chac he 
personally would hold che key co secure ic ovemighc. However, Mr. 
Nussbaum scared chac he had already conducced a quick search of che 
"Cop of Che desk" Che previous evening co see if he could find a 
noce. Moreover, ocher persons in Che Counsel's office had encered 
che office during early morning business hours. Specifically, Mr. 
Nussbaum had allowed a secrecary co encer che office co "straighten 
up" che “cop of che desk, and cleaning personnel had encered co 
empty a wasce basket. Mr. Nussbaum or someone else in che 
Counsel's Office nociced che baskec being removed and had recrieved 
Che concencs. They were in a plascic bag in che office. 

AC che Wednesday meecing chere was agreement chac che Jus c ice 
Deparcmenc accomeys would look ac each document or ac lease each 
file co determine if ic concained privileged material, in which 
case ic would noc be examined by che Park Police or F3I. We would 
noc read che documents or make noces, but merely examine them long 
enough to determine if they were covered by the actomey- client 
privilege or possibly executive privilege. As an example of che 
clarity of this agreement, Mr. Neuwirch ac one poinc, apparently 
crying co summarize it, said chac "Bernie would look ac each 
document ana determine privilege. If he determined no privilege, 
ic could be shown co the law enforcement officers." He was 
^immediately corrected and Mr. Nussbaum agreed chac che Justice 
"Department represencacives would see che documents to determine 
privilege. The next morning, however, Mr. Nussbaum had changed his 
mind and said he would look ac the documents and decide privilege 
issues himself. The Justice Department attorneys pointed ouc chat 
chat was inconsistent with che previous day's agreemenc and would 
cause problems. We staced chat che Counsel's Office would be 
better off co allow che Department accomeys co decide or ac lease 
help decide, privilege issues, because chac would allow che White 
House to say that che issue was ■ considered independently. 
Moreover, we stated that we had been asked to undertake this 
particular assignment at che Whice House in pare because we had 
reputations of noc calking co che press or "leaking." Mr. Nussbaum 
did noc immediately begun che search buc waited for about two and 
one half hours -- curing which cime he said he was considering 
whether co allow us co see che documents -- before deciding chac 
only he and Associate Counsels Neuwirch and Sloan would see che 
dadumer.es . 

During che search, Messrs. Nussbaum. Neuwirch, and Sicar. 
stayed benind Mr. roster's desk and examined documents puiied from 
che desk, r.earoy creaencas, and a briefcase. No ocher persons 
actually saw che documents. Ac one pome during che search, Mr. 
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On Thursday, August 22, 1993, Deteetive ^peto Markland and I 

.Responded to^the Jfhite house to_ sect with Special Afents 
S cott- Salter and. Dennis Condon of the FBI to conduct interviews* 
The purpose *of thT interviews - *** re to reconstruct the final hours 
of Vincent Foster's life. 

Myself and Special Afent Condon interviewed Ms. Setsy L. Pond; 
j Staff Assistant to Bernard Kussbaua, Chief Counsel for the White 
{ House. The interview took place in an office that vu unoccupied 
for the day. • Present in the rooa during the entire interview 
were Clifford Sloan; associate counsel to Nussbaua, and 
Paul Iabordino; assistant Special Agent in Charge, Office of 
Protective Operation, U.S. Secret Service. Clifford Sloan took 
notes throughout the interview. During the interview Bernard 
Nussbaua 'burst into the rooa and deaanded "is everything , all / 
right?* \ 

— rT 

w* started the interview *t approximately 0900 hours. Ms. Pond got 
in to work at around 0900 hours on Tuesday, July 20th. Usually 
.there is a staff nesting of the counsel’s office from 0900 to 0945 
.hours each morning that Vincent Foster would attend. She assumed 
he was at the staff meeting as she didn't see hia when- she -arrived' 
***at work. She'first recalled seeing hia outside in the Rose Garden. 
The President was nominating Judge Freeh at the ceremony as the 
new director of the FBI. 


00 


She doesn't recall Vincent Foster having any visitors on Tuesday. 
The first conversation she had with him was about lunch around -- 
1200-1230 hours. He said- he would eat at his desk. He ordered a 
mediuo rare cheeseburger, french fries and coke. She and 
Linda Tripp went to the cafeteria and ordered his lunch. She 
-recalled there were M A M's on the tray with the food because 
.Linda wanted thea. He sat on his aofa and ate lunch in hia office. 


At arcur.d 1300 heurs he came out of the office and stated *1*11 be 
back, there are H t M’s left in ay office*. Ms. Pond recalled that 
she and Linda were in the office when he left. . She wasn't sure if 
Tom was in the office or not. Tom Castleton is a young college 
graduate working in the office. There was nothing unusual about 
his eeotional state- In -fact, over the last several weeks she did 
not notice any changes, either physically or emotionally. She 
noticed no weight lost... She was unaware of him taking anv 
medication or. seeing any doctors. I* ,-asked-here would- 1h« be* ■ 
.surprised if I found out he was seeing a psychiatrist.''. She said'.' 
yes’. She was ' not. aware of any. depression' problems . - .She ■. had no- 1 ’ 
‘information whether he owr.ed any weapons. 
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Ms. Pond ssid she left work at approximately 1845-1850 hours-on 
Tuesday; but, before she left at around-1820 or so, Maggie Williams 
(Mrs. Clinton's Chief of Staff) called for Vincent. She paged 
Vincent and left the .White House nuaber for hia to call. .She 
recalled no other phone messages for Vincent. 

She learned, about Vincent's death froa nessagea on her hose 

'answering machine around . 0500-0600 hours on Wednesday, July 21.* 
She came into* work at 0700 hours and was the first person in. The 
door to Vincent's office was closed when she arrived at work. She 
believed that Tom Castletorr or Bernard Xussbaum were the last 
persons out of the coaplex on Tuesday and one of them would have 
closed the door to Vincent’s office.- • She vent into his office -and 
"squashed" the papers .together that were, on his desk... She .realized 
that 'she shouldn't have touched the papers as soon as she. did -it 
but probably did it out of habit. 

. When 1 questioned her if she had been told how to respond ...to our 
questions, she stated that Clifford Sloan (who was present during 
our interview) and Steve Keuvirth, both associate counselors, had 
called them all together on Wednesday evening and told then they 
would be questioned by the police and for them to tell the truth. 
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Interview; Deborah Gorham 

Deborah Gorham is the Executive Assistant that was 
to Vi„ c .„£ H Foster. H.r desk 1, ioc.ted in t£ %a«on area 
b.tvaan the t«o office* in the West Uing of the Whit* h£u« 
occupiad by nr. Bernard Nuasb.ua and Mr! Foster, raa*.«?v“ly 
Other persons occupying this eoaaon office spa» .re Betsy ®ond 
(Executive Assists to Mr. Nussb.ua), Lind. Tripp (Exlcu^e 
?5S£S«i'. C4>tl * toa (st ^ f Assist^t), .„d Marlene^Mcbonald 

nQUn 1 u t ‘ rVi * U J t ° 0]: ?1 * C9 in * K,,t Jii39 office at approximately 
hours and was attondad by Dat . r Maryland) ( US? D ] S/A^lsale.^l 
(?31), and Assistant Kbit. Hois. Cot&.l sEv« Siuii^F H 

Ms. Corhaa stated that she did not know Mr. Foster before she 
•?f h h i r ; d K “ ch 3 > 1993 *n<J bad no social relationship with 
or *ny member of his family. On 7/20/9 3 -v’ 

4t approximately 1130 hours, which is the las*- 
tia. she saw Mr. Fester alive. Sh , stated that sh.lid £oJ 
note any unusual behavior by Mr. Foster on that day. ' 

7/ts/Sf h Sie'h* 1 ir 1 * conversation with Mr. Foster on Thursday, 
7/15/93 when he ciscussed the differences in working for a law 
— r ?w And w °r.e.ng for tr.e government. She placed no sicni 4 ir.. M 
on the conversation at the tia. and, in r.L-osp.c?? ?t stln 
seeoed to be a normal conpariaon. still 

a!.'.® 0 ?*! 3 ^ was asked if Mr. Foster would have any reason to 

his 1 lrvllvS- y, i C *f-* d f raetly on * professional basis due to 
his Involvement with the health Car. Re fora proposals unde- 
consideration. **. Gorham stated that there wasnoJeascn* 
vnatsoover for Kr. Fester to deal with physicians professionally . 

W ? S t0 b * terminated when hr. Ueuwirth a-^e- 

us to .e~a_n and too,; ns. Gorham out of the room to soear to 

t£; t?.r: r "f“° rt Z Z7* Uter *•*«»•* »nd Hi! SSShia^t., 

that the. e uas one whing she thought may be Importa-t that s u « " 

.£ ^burscay , 7/15/93. Mrs. F*ter had ciil.f^r 

' bellewd*-???* ** ??-* s * p * y * eh « d «l«. axplaining that she 

believed ...e.r checking account was overdrawn. Tha Cradie r’- . 
was contact.d and thay. st.t.Hhat they woJld work with 
Foster cn a weekly, inst.ad of a biweekly, £esil 
converse.. on l.s. Gorhas was authorized by Mr. Fostar to p< e '' 

-nt\“*-r ,nt * V * ry f-- i<! * y Fostar. Ms. Cc^anltd 

...ot saa .his as a raai problee or plac. any significance on 
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This initial interview was concluded at approximately 0930 hours. 

At' approximately 1450 hours, immediately after tha inventory 
of .Mr, Foster's Office by White House Counsel {reference report 
under this ease file number by Capt. Hume) f Det, Parkland and 
S/A Salter were asked to remain and were ushered into Kr. 
Kussbaum's- office by Krr Heuwirth, Ms. Gorham was brought in 
•and she stated that sha r had just remembered some conve rt 
r L^h^t she thought were important to our investigation ./within 
’the last two weeks Ms. Gorham had received calls from Kr. 
roster's eldest son and Mrs. Foster inquiring about Vincent 
Foster's mood. They specifically asked how "he" was doing, 
not how-the work - was -going, and seemed genuinely concerned. 

Investigation continues. 
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Death Inveadgatloa 


“Review of Documents from 
Vincent Foster's Office* 


On Thursday , July 22, 1993, in tha afternoon tfaa following t>erson7 
aat in tha office of Vincent Foster to attempt to deterainS if ha 

h* UiCld i*/°u t ° r if th * r * W * r * 407 oth,r information that 
nifht have lad him to taka his ovn Ufa. Tha vary United 
exaamation of tha document* and note* vara dona by the ChLmf 
Counsel. Bernard Nussbaum. Tha following people ware also present 
during this meeting: Villi** Burton, Deputy Chief of Staff for 

the President, Clifford Sloan and Steven Neuvirth; Associate Legal 
Counselors, Michael L. .Spafford; Attorney representing tha Foster 
family, Captain Charles Hume and Detective Pete Markland* U S. 

Police, Special Agents Scott Salter and Dennis Condon; ‘Vederil 
Bureau of Investigation, David Hargolis, Deputy Assistant Attor^y 
General Criminal Division;, and Roger Adams; Department of Justiel 
Attorney, Paul* Iabordino and Donald Flynn; U.S. Secret Service.^* 

Originally, v. had responded to the White House .on Wednesday 
morning, July 21, to exanine his office. As soon as ve ar-ived and 
met v ith Inspector Dennis Martin of the U.S. Secret Servi^ Uniform 
Division, w* had requested a guard be posted at the door of the 
office to. prevent anyone from removing anything from the office. 
A* the progressed ve were not permitted to examine thVroom. 

°*£* rt#d th * Whlt * Hous « sometime around 1830 - L900 hou n. 'The 
U.S. Secret Service log of persons entering the office after 1100 

offic.° n J J' JUiT 21 • * how * d Btrn * rd Nussbaum entering the 
office at 1110 hours to remove a small photo and Clif* Slo*« 
.nt.rin, »t 1S34‘ hour, ..a. d.y to r.pl. s . , b. ,f ' tra" 
previously removed from Mr. Foster’s trash can. • 

w 1315 hours, Thursday, July 22, all 13 of us entered the office 
cf V.ncer. „ Foster. Bernard Nussbaum took a seat at Foster’s desk 
surrounded by his two associates, Sloan and Neuwirt h, wui 
Ju.ton near his side and Spafford at the end of the desk.-., / 
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The eight law enforcement officers were fathered on the opposite 
side of the desk and room in a position where we couldn't examine 
any documents. Eventually all law enforcement were seated, .either 
on the sofa or in chairs provide by the C.S. -Secret Service. 
During the- process Bill Burton -left- the office on at least two 
occasions and returned. Bernard Kussbaum did the actual review of 
the documents in a very hurried and casual fashion. There was soot 
—conversation between Kussbaum .and Margolis as- what constituted 
^.privileged communication. -- Kussbaum carried his interpretation of... 
"■hat was considered privileged to the extreme; one^example was 
"-when^he picked up a xeroxed "copy of a newspaper article and 
declared that it was privileged communication even though it had 
been in the newspapers. Kussbaum would move papers about declaring 
what. might- be of interest to the police and what was -atrictly-Vhite 
House^business . - ’ 

AlsoV^he decided what was Foster's personal papers and put - thoVe 
in a separate* pile for the family attorney. Occasionally, 
Detective Markland or Margolis would ask him to place a certain__ 
- note~cr document in a pile for possible police examination."^ t one - ^ 
point, Kussbaum pulled * some papers- out of a y leathar * 
jvalise/briefcase that was .sitting on the floor behind the-'desk:— ' 
He put then on the desk and went through them. He then looked in 
the valise/briefcase again, but did not take anything out of it. 

A little later he moved the valise/briefcase away from the desk and 
placed* it"on the floor adjacent to'the exterior wall directly 
behind him and the desk. At no time during -the; approximate one 
hour. and 35 minutes -we were in_Foster’s office where ve allowed 
to examine any documents. At one point Special Agent Scott Salter 
got up to stretch and Clifford Sloan challenged him and asked him 
..if he. was ..standing up .in an attempt to -get a look . at the 
diocuaents. *' 

VA . - . ! ... 

-The '‘documents* ’that Kussbaum had separated out were left in the 
office with the exception of the pile containing what Mr. Kussbaum 
. determined to be personal papers of Foster. It was agreed betweon 
■Margolis and Kussbaum -that the . family lawyer could take .-those. ; 
paper sand after getting approval from Mrs. Foster the polica-v-could 
examine them. The telephone logs were not turned* over to uij r >*« 
cleared the of flee" at "approximately 1450 hour's. Margolis 
cautioned Kussbaum and his staff not to remove anything from the 
office. Kussbaum stated he could not leave the offiee secured any 
*lon|irr. The lock* remained^on the door that had been installed by* 
^LheU.S. Secret Service on-- Wednesday , and . Kussbaum was*, given the 
jTeyvafter v« .cleared the o-f.fice.sn Thursday 'at- 1449 hoars.*-—'' 
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Tht eight law enforcement officer* were fathered on the opposite h 
side of the desk and room in a position where we couldn't examine 
any documents. Eventually all lav enforcement were seated, cither 
on the sofa or in chairs provide by the U.S. Secret Service. 
During the process Bill Burton -left the office on at least two 
occasions and returned. Bernard Kussbaum did the actual review of 
the documents in a very hurried and casual fashion. There was some 
—conversation between Kussbaum and Margolls as what constituted 
^privileged communication. Kussbaum carried his interpretation of 
'vhat was considered privileged to the extreme; one example was 
“when^he picked up a xeroxed copy of a newspaper article and 
declared that it was privileged communication even though 'it had 
been in the newspapers. Kussbaum would move papers about declaring 
vhat. might be of interest to the police and vhat was -strictly White 
House^business . 

~) \ 

Also^Tie decided vhat was Foster’s personal papers and put those 
in a separate* pile for the family attorney. Occasionally, 
Detective Markland or Margolis would ask him to place a pertain, 
"note”or document in a pile for possible police examination. At one" 
point, Kussbaum pulled some papers out of a leather* 
„valise/briefcase that was. sitting on the floor behind the-'desk.- 
He put them on the desk and went through then. He then locked in 
the valise/briefcase again, but did not take anything out of it. 

A little later he moved the valise/briefcase away from the desk and 
placed if on the floor adjacent to ' the exterior^ wall directly 
behind ^hlm and the desk. At no time during -the approximate one 
hour. and 35 minutes ve were in. .Foster's office where ve allowed 
to examine any documents. At one point Special Agent Scott Salter 
got up to stretch and Clifford Sloan challenged him and asked him 
.if t he„ was standing up in an attempt to -get a look . at the 
documents. 

VA ' *" . • 

The v 'docuaents*'that Kussbaum bad separated out were left In the 
office with the exception of the pile containing vhat Mr. Kussbaum 
determined to be personal papers of Foster. It was agreed between 
Margolis and Kussbaum -that the family lawyer could take -those 
- papers and after getting approval from Mrs. Foster the police.^could 
’ examine them. The telephone logs .were not turned* over to usT: *» 
cleared the of flee" at "approximately 1450 hour's. Mar foil's 

cautioned Kussbaum and his stiff not to reasve anything from the 
office. Kussbaum stated he could not leave the office secured any 
“lonf'er;. The lock- remained^on the door that hid been installed by*" 
^•theU.S. Secret Service onuY*onesday , and, Kussbaum was.*, given th 
Jtey^va/ter vt .cleared the mf-fice.cn Thursday at.- 14 4 9 hours/*-*'' 
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Sloan scaced to an FBI agent whc was standing: "You're not standing 
to get a look at the documents are you?" The aaent indicated he 
was not , but sat down. In the particular setting, the remark was 
(to put it charitably) extremely offensive. 


During the search, documents were removed from a briefcase. 
As with documents taken from the desk and credenzas, Mr. Nussbaum 
glanced at them quickly and made comments such as "these are 
privileged, they're things we're working on in the office," or 
"this has to do with something he was working on for the 
President," or "this is personal." We were not able to see the 
briefcase to see exactly what was in it. By the same token, we 
could not see the drawers to see if all material had been accounted 
for-in them. 

We asked to have the computer in Mr. Foster's office turned 
on. Mr. Nussbaum said he did not know how to do so and, in any 
event, he would not do so in our presence in case there were 
privileged documents on the computer. He said he would have a 
staff member examine the contents of the computer after we left. 
(Press reports in morning newspapers of that day had stated, 
without attribution, that no suicide note had been found on his 
computer. ) 

The Washington Post subsequently reported on Friday, July 23, 
that the search by Mr. Nussbaum had been "under the suDervision" of 
Justice Department lawyers. It is extremely likely that the White 
House provided this characterization of the search. 

I am not sure of the exact days involved, but there was a 
delay of almost 24 hours between the time a note was found tom up 
m the bottom of the brief case and notification of the Department . 

On approximately ^ July 23, 1993, we were informed by Thomas 
Collier, Chief of Staff to Secretary of the Interior 3ruce Babbitt, 
that he had called the office of David Gergen at the White House to 
express concern over White House lack of cooperation with the Park 
Police investigation. He ultimately spoke to two persons, a Mr. 
Burton, and Roy (Neal] or [Neill] , both .of whom took a very 
aggressive tone and stated that anv foul-up in the investiaation 
was the fault of the Park Police, not the White House. 
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CREATOR : t-Lnti.i R . Tcipp i TSIPr^L ) (WMO) 

CREATION DATE/TIME: 27 -JUL-13$3 10:33 
3JECT: ts, too 


TO: Deborah L. 
READ: READ 


Gorham 


( CORHAM D ) (WHO) 


TEXT : 

it seems that whatever was uncovered was uncovered by # W ho 

summoned our boss, who then summoned 8S. who then summoned H -- 
and whatever it was provoked a need Cor note taking -- and had to 
do I presume with the bum bag -- I can* t imagine that anyone as 
meticulous as this individual was, would have left anything he did 
not intend to be found. 
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KECORO TYPE: NONE 

CREATOR: Deborah L. Gorham ( C0RHAM_D ) (who) 

CREATION DATE/TIME: 27-JUL-1393 10:33 
3JECT : TS 

TO: Linda R. Tripp { TRIPP_L ) (WHO) 

READ : READ 

TEXT: 

Whac provoked COS co call BWN was Che briefcase. Once BWN a 
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private lawyers and accountants and cartain government officials, 
like the Offica of Covamaant Ethics, with raspact primarily to our 
blind trust; bacausa thara vara all thasa quaationa that had to ba 
ansvarad, and ha vaa kind of tha coordinator. Tha privata lavyars 
would talk to hl^, and tha Offica of Government Ethics paopla would 
talk to him. I think that's why ha had any documents of a paraonal 
natura in his offica at tha time of his daath. 

Q And to follow, why did your Chiaf of Staff, Maggie 

Williams, why was aha among thoaa who ramovad thasa documants from 
his offica — 


KRS . CLINTON : I don't think that aha did remove any 

documents. I think that what happened is that after Mr. Nussbaum 
reviewed tha documants, and after ha did so, as I. recall — I was no 
hare, I was in Arkansas, but I believe that that was dona in tha 
presence of officials from tha Park Police and maybe soma other . 
agencies. Than Mr. Nussbaum distributed tha files according to whom 
ha thought should have them. Thara vara files related to ongoing 
work in the counsel's offica that needed to ba passed on to other 
lavyars. There ware personal files of Vinca's that needed to go to 
his family. And there vara thasa paraonal files of ours that want t 
our lawyer. 


Q I'm wondering — another question about this 
rezoning of your privata and public lives — I'm wondering what kind 
of a toll, if any, this has taken on your and tha President's 
personal and political lives. And do you aver look in tha mirror an 
wish that you just never got into this? 

MRS . CLINTON: No, never, never. Soma days are batter 

than other days. I think what has helped me in tha last couple of 
weeks, aside from soma good friends who have talked to me and helpec 
me gat rezonad, if you will, is my belief that this is really a 
result of our inexperience in Washington, if you will; that I reall; 
did not fully understand everything that I wish now I had known. A : 
it's a learning experience — sometimes a difficult one, but I thin! 
one that both tha President are anxious to do because we think that 
tha reason ha was elected vaa to deal with tha big issues that va 
want the country to deal with. 

And so it is a little disappointing if va in any way 
contribute to a diversion from that. And that's something that I 
don't want to have happen in tha future, and I'm certainly going to 
try to be more sensitive to what you ail need and what we need to 
give you, and do it in a more efficient and effective way the first 
time. Because, as I said earlier, I feel vary confident about how 
this will all turn out. This is not a long-term problem or issue : 
any way, but I don't want anybody to have tha wrong impressions of 
either of us. And I don't want anything to interfere with doing vl 
the people of this country need done. 

Q — spoken -- the politics of personal destructior 
Who do you believe are the main perpetrators of that? 

KRS. CLINTON: I don't want to get into that. I don' 

think that that bears any real useful discussion. I think that 

what's important is for u*, ..ot j -=. . ... _ - - # wuu 

entire administration, to keep focused on what really will stand t 
test of history, and what we really are trying to do for the count 
And I .can't really help it if some people get up every day wanting 
destroy instead of build, or wanting to undermine. That's someth: 
that I try not to think about or dwell on and try to do what I'a 
expected to do, which for me is working on health care. 


Q 


( Inaudible . ) 
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at t ha Whit* House, and th* Treasury Department, as the President 
Instructed, and v* expect that the congressional hearings will find 
the same thing, that no legal or ethical standards were violated.’ 

q Doss the President intend to make any changes in 

his team? 

MS. MYERS: At this point, th* President has full 

confidence in his team, in. Secretary Bentsen, in Deputy Secretary 
Roger Altman and the r*9t of the team over at Treasury. 

Q What do you mean by "at this point"? 

MS. MYERS: 1 should not qualify it. The President has 

full confidence. 

Q Dae Dee, is the first Lady now prepared to revise 
the statement she made in her nave conference on April 22nd that 
Maggie Williams did not remove any documents from Vince Foster's 
office, but that, in fact, th* document* were simply transferred to 
lawyers, as Bernard Hussbaum had suggested vaa appropriate? 

Apparently Mr*. Williams has made it plain that, in fact, th* 
documents were in tbs residence safe for five days and vers taken 
there at Mr*. Clinton's direction by Me. William*. Is th* First Lady 
now going to revise what she said? 

MS. MYERS: I think that it is true that Maggie didn't 

remove any documents from Vince's office; they were removed by Bamie 
Hussbaum. / 


Let me juat make a couple of points. First of all, I 
think that is one area that is still under investigation by Mr. 

Fisks, and so I think it would be inappropriate for me to aay too 
much about it. You're fra* to call Lloyd Cutler if you want to 
discuss more details about this. But I do think that a portion of 
that leaked out — I don't know where it came from — and so Maggie 
Williams and others at th* White Houa* have confirmed that, in 'fact, 
files were transferred from — 

Q It's in a memo — 

MS. MYERS: Ho, I'm juat pointing out — th* source of 

this story originally was something that leaked out from th* ongoing 
investigation. It has, I'm pointing out, in fact, been confirmed by 
people at the White House that the files vent from Mr. Hussbaum to 
Maggie for safekeeping over the weekend while Bob Barnett and others 
went to Little Rock for th* funeral of Mr. Foster. 

The President and the First Lady did not look at those 
lilas. A messenger .from Mr. Barnett's office, who was then acting as 
th* President and First Lady's personal attorney, picked th* files up 
on Monday and took them to Williams & Connally. 

Q Was the President aware ,that that was done? 

MS. MYERS: I don't believe so. 

0 It was in the residence safe? 

MS. MYERS: Thar* Is an office on th* third floor, and, 

I think, a closet with a lock where they keep some of their personal 
documents. 


Q 

they were there, 


Who had access to them in the meantime and while 
do you know? 


MS. MYERS: I don't know. 
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On 7-27-93 at appro*. 2113 hours I a«t vlth Mr. Barnard Nussbaua 
\in tha Chief of Staff’s Offica in tha Vast Vinf of tha Vhita Housa 
;Also prasant vara a rapresentative from Department: of Justica. 

.•Mr.. Phillip Heymann, as vail as Asst. Chiaf of Staff Bill “Burton. 

1 also Mr. Cardan and Mr. McLartr* •— ’ 

’ jjr. Nussbaum had bafora hia on tha tabla saall piacas of yellov 
llnad nota papar vhich ha vas assaablinf into a vhola p a?a. Tha 
} assaablad pieces* ravaalad a nota. ...identified to ba in tha 
handvritinf ■ of tha dacaasad Vincant Fostar. Mr. Nussbaum raad tha 
contants of— the notes to . the -undersigned of vhich 'I toe“k notes. 

Ea than placad tha piacas back into a vhita legal Whit# Housa 
anvalopa and handed than over to me. Tha notas appaared to ba on 
3 hola fallow lined papar of approx. 2/3_paf* length. 

• • •=•» “ 

According to Mr. Mussbaum, on Monday 7-26-93 ha diractad one^of. Jiis 
assistants, Mr. Steven Keuvirth- antar .Mr . Foster's Offica “and taka 
a datailad inventory of tha filas and material in thara. In a 
briaf casa, known to ba in tha offica and thoufht to ba empty, he 
found tha torn piacas of a hand vritten page. Tha* scraps vara 
dumped out and t than takan to Mr. Nussbaun’s Offica'vhare th afi ^ 
‘ware assembled and. Mr. Xussbaum. vas notified. Mr. JCusrbaua than 
-'vent through* notification "procedure , to 3ill Burton, to tha Chiaf 
of Staff, and finally to tha President today 7-27-93 at about 1700 
hours vhea ha returned to Vashinfton, 9.C. and at about 1300 hojjra 
today's date to tha family of Mr. Fostar vhen they returnecT'to-* the 
city. • •; ... •'-* .a 

* ' . : . . •* • ^ 

_ Also'prasent outsfde thr maatir.t. but vho did speak to sa about tha 
notas vas Mr. Jim Hamilton, tha attorney for tha Fostar Family. 
They are vary concerned about the confidential nature, .of ,the r.ote 
- end-other nevs leaks attributed to the Park Police ~ 

J According to. Mr .'•••Sill 3urton 202-456-67S3MrT -Steven Meuvirth. vil 
T“be available fer an interview- on 7-22-S3. Also hand writ ins sample 
\ will ba available. 

Cleared at* 2200. “’- i;* 
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REOOKD TYPE: NONE 

CREATOR: Deborah L. Gorham ( GORHAM J) ) (WHO) 

CREATION DATE /TIME :"27 - JUL- 1 9 9 2 10 : 29 
1JECT : TS 

TO: Linda R. Tripp ( TRIPP_L ) (WHO) 

READ : READ 

TEXT : 

Everything from his briefcase is missing. 
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Kl-CvKU TYl'Ii: NONt 

CREATOR: Deborah L. Gorham ( OORHAM_n ) (who) 

CREATION DATE/TIMEa 27 - JUL“ 1993 10:33 
JJECT: Top S 

TO: Linda R. Tripp ( TRIPP_L ) (WHO) 

READ : READ 

TEXT : 

I do noc know what else was in there but the bag is totally 
cleaned out except for cne collar stay. 
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FEDC1AL iuieau or investigation 


0«m ^ 9/3/91 


STEPHEN Jt. NEUWIRTH, Assistant Counsal, tha Whit* 

Housa, Washington, D.C., was advlsad of ths idantitias of tha 
lntarviaving agant* and inforsad of tha natura of tha intarvlaw. 
NEUWIRTH providad tha following informations 

NEUWIRTH advlsad that ha was praaant on July 22, 1993, 
whan tha itaaa in VINCENT FOSTER'S of flea vara invantoriad by 
BERNARD NUSSBAUH. NEUWIRTH was awara that tha itasa which wara 
iasadiataly ldantiflahla as paraonal itaaa wara providad to tha 
attomay raprasanting tha FOSTER faaily. Aftar July 22, 1993, 
NEUWIRTH did not again go to VINCENT FOSTER'S of flea until 
Monday, July 29, 1993. 

NEUWIRTH advlsad that whila ha was in Arkansas 
attanding VINCENT FOSTER'S funaral ha was askad by BERNARD 
NUSSBAUH to conduct a raviaw of tha itaas which wars idantlflad 
as work filaa in VINCENT FOSTER'S offtca. On Xonday, July 2«, 
1993, at approxiaataly 10:00 a. a., NEITWIRTH bags n tha ravlav of 
tha itaas in FOSTER'S offica. NEUWIRTH was also inatructad to 
taka any raaaining parsonal itaaa and placa tha* in a box to ba 
providad to tha FOSTER faaily. As NEUWIRTH piacad VINCENT 
FOSTER'S briafeasa in tha box of paraonal itaas, ha tumad tha 
briafeasa on its slda or upalda down and obaarvad aavaral taall 
placas or scraps of yallow papar fall out of tha briafeasa. 
NEUWIRTH than raachad Inaid* tha briafeasa and pullad out sora 
scraps of yallow papar. Ha apacuiatad that tha piacaa of papar 
aay hav* baan stuck down in a comar of tha briafeasa and 
tharafor* not saan during tha July 22, 1993 invantory of FOSTER'S 
offica. Ha racognizad thasa to ba in tha handwriting of VINCENT 
FOSTER and ha took tha scraps of papar to tha conf aranca. tabla 
iocatad in BERNARD NUSSHAUN's offica. Ha obaarvad that tha 
scraps of papar could ba aaaaablad and that thay wara piacaa of a 
singla shaat of yallow papar which had baan tom into piacaa. As 
ha assaablad tha nota, BERNARD NUSSBAUH ra turn ad to tha offica 
and was shown tha nota. Tha nota was unaignad and containad no 
data. NEUWIRTH canfiraad that tha briafeasa froa which tha 
scrapa war* racovarad was tha aasa briafeasa which BERNARD 
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NUSSBAUM rtviaw*d during tha Inventory of vixccfT roSTZA's Offlca 
on July 22, 1993. 

KXUWISTH adviaad that aftar rsadlng tha nota, NUSSBAUM 
ImtZ tha of flea to aaa If ha could find vhita Kouaa Chiaf of 
Staff HA CX McLARTY. NUSSBAUM shortly tharaaftar ratumad with 
Aaaistant whit a Houaa CUiaf of Stata BIIX BURTON who advlsad that 
McLARTY waa In Chicago with tha Praaidant. NUSSBAUM, BURTON and 
NruwtRTH dacldad to try to raach McLARTY in Chicago and thay did 
in fact spaak with hia (NUSSBAUM, BURTON and NEUWIRTH 
partlclpatad in tha convaraation via apaakar phona) . During that 
convaraation, McLARTY atatad that it waa important to notify 
VINCENT FOSTER' a faaily and Praaidant CUNTON bafora anything waa 
dona with tha nota. Thara waa also a diacuaalon about whathar 
this nota waa in fact a aulcida nota. During thair convaraation 
thay also diacuaaad tha fact that tha nota should ba tumad ovar 
to tha lav anforcaaant paraonnal handling FOSTER'* daath 
invastlgatlon. BURTON quaatlonad whathar thla unaignad, undatad 
nota conatitutad a aulcida nota. NEUWIRTH aada tha abaarvation 
that avan.lf thia nota did not aaat tha strict qualif lcationa of 
baing a aulcida nota, it waa without quaation ralavant to tha 
lnvaatigatlon and waa wall within tha guidalinaa of what tha 
invaatigatora sought. In addition, NEUWIRTH atatad that concam 
that tha U.S. PARK POLICE would laak tha nota' a contanta to tha 
praaa waa navar an laaua. NEUWIRTH adviaad tha Intarviawlng 
aganta that at no tlaa during tha convaraation waa it atatad that 
tha nota should not ba tumad ovar to tha appropriata 
authoritiaa. 

NEUWIRTH adviaad that on tha avaning of Monday, July 
24, 1993, tha nota waa sacurad in tha daak or aafa within BERNARD 
NU 5 5 BAUM' s offlca. It waa dacldad that tha handling of tha nota 
would ba diacuaaad on Tuaaday aoming, July 37, 1993 In a saatlng 
with McLARTY, DAVID CERCEM, BILL BURTON and NUSSBAUM. NEUWIRTH 
waa raquastad by NUSSBAUM to conduct appropriata lagal raaaarch 
to dataralna if thara wara any lagal problaas asaociatad with 
turning tha nota ovar to law anforcaaant individuals. 

NEUWIRTH adviaad that ha was avara that LISA FOSTER, 
VINCENT FOSTER'S widow, aat with BERNARD NUSSBAUM in his 
( NUSSBAUM' a) offlca aoaatlaa during tha aftamoon of Tuaaday, 

July 27, 1993. NEUWIRTH atatad that ha waa not prasant at that 
Mating. 
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HTQVIXTH advisad that on tha avaning of July 37, 1993, 
a aaatlng vti hold batvaan Daputy Xttomay Canaral PHILIP 
HXYHANN, Xttomay Canaral JXHCT R£NQ and tfhita Houma officials 
regarding tha nota (HEUVXRTH vaa not prasant at that saatlnq) • 
During that aaating, tha UNITED STATES PAWC POLICE arrlvad and 
too* custody of tha nota. 

HTUWIRTH advisad that aftar locating tha scraps of 
papar which constitutad tha nota in tha brlafcasa ha obaarvad 
that tha only othar leans in tha brlafcasa vara a pan, a sinqLa 
ruhbarband and a single blan* "post-it" nota. 
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FEDCBAL 1UIEAU or INVESTIGATION 


0«m 4 WHHinai 


BERNARD NUSSBAUH, Counsel to tha Prsaidant, tha Whita 
Houaa Washington * O.C., was adviaad of tha idantitiaa of tha 
intarvlavlng agant* and informad of tha natura of tha Lntarviaw. 
NUSSBAUH providad tha following informations 

HU558AUK adviaad that on Thursday, July 22, 1)93, ha 
oonduetad an invantory of tha contanta of VINCENT FOSTER'* offica 
In tha prasanca of aambars of tha Offica of tha Whita Kousa 
Counsal, tha UNITED STATU PARR POLICE, DEPARTMENT OF JUSTICE 
(DOJ), FEDERAL BUREAU Or INVESTIGATION (rai) and tha UNITED 
STATU SECRET SERVICE (USSS) . Ouring tha invantory, NUSSSAUM 
raaovad tha filaa and papars froa VINCENT FOSTER' a briafcasa and 
raviawad thosa itsms. Aftar tha coi.tanta of tha briafcasa wars 
raaovad ha pickad up tha briafcasa and placsd it against tha wall 
bah And FOSTER' a dask. 

MUSS BAUM adviaad that on rrlday, July 23, 1)93, ha 
dapartad Washington, O.C. in tha aomlng and travallad to Kopa, 
Arkansas, whara tha funaral for VINCENT TOSTER was hald. Whila 
in Hopa,' Arkansas, MUSS BAUM spoka with STEPHEN NrUWIRTH, 

Assistant Whita Housa Counsal and ha assignad NEUVIRTM to ravlav 
tha vork filaa ldantiflad in tha prsvlous days invantory, Monday, 
July 24, 1993. NUSSBAUM instructad tha staff at tha Offica of 
tha Whita Housa Counsal to taka tha waakand off and ratum to 
work on Monday, July 24, 1993. NUSS&AUM ratumad to Waahington, 
O.C. on tha avaning of July 23, 1993. On Saturday, July 24, 

1993, NUS58AUM travallad to Oasart Island, Maina and ratumad to 
Washington, O.C. on tha avaning of Sunday, July 23, 1991. 

NUSS&AUM adviaad that froa tha tisa tha invantory of 
VINCENT FOSTER'S offica was coaplatad on July 22, 1993 until 
Monday aomlng, July 24, 1)93, tha offica raaainad lockad with 
tha only two kays in tha posaasslon of NUSS&AUM and VINCENT 
FOSTER'S sacratary, OEBRA GORHAM. On Monday, July 24, 1993, tha 

ravlaw of work docuaants in VINCENT FOSTER'S offica wss bagan by 
STEPHEN NEUWIRTH with pariodic asslstanca froa OEBRA GORHAM. At 
approximataly 4:00 p.a. , NUSS&AUM antarad his (NUSSBAUM'a) offica 
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and found STEPHEN NEUVIRTH at the conference table assembling 
vhat appeared to bo scrap* of yellow paper. At that time, 
NEUWIRTH tumad to NUSSBAUM and said -Look what I found*. 
KTUWIRTH wa nt o n to explain to NUSSBAUM that aa ha vaa packing 
itaaa of FOSTER'* personal proparty in a boa. ha diacovarad tha 
scrapa of papar in tha bottom of FOSTER'S brlafcas*. NEUVIRTH 
had baan in procaaa of placing tha briafeaaa in a boa whan ha 
tippad tha briafeaaa ovar onto its aida and several of tha scraps 
of papar fall out. NEUWIRTH than discovarad tha rsst of tha 
scraps of papar iocatad at tha bottoa of tha briafeasa. 8assd on 
thair axparianca with working with FOSTER, both NEUVIRTH and 
NUSSBAUM baliavad tha nota to ba in VINCENT FOSTER' s handwriting. 


MUSS BAUM. adv is ad that. after assaabllng tha nota and 
raading its contents ha (NUSSBAUM) laft his offlca to go find 
Whita Housa Chiaf of Staff KACX KcLARTY. KUSSBAUM was told that 
McLARTY was in Chicago with tha Prasidant and KUSSBAUM than 
arranged to spaak with McLARTY via telephone. During their 
discussion. KUSSBAUM and* McLARTY discussed whether tha contents 
of tha nota held any legal privilege or executive privilege. It 
^ was determined that several taeka needed to ba accoaplished 

Including a research of tha legal issues Involved in disclosing 
tha contents of tha nota. notification of LZSA FOSTER. VINCENT 
FOSTER'S widow, and notification to President CLINTON. It was 
learned that USA FOSTER was to travel froa ArXansas to 
Washington, O.C. on July 27, 1593 and that President CLINTON 
would ba available to ba briefed on tha matter at approxisately 
6:00 p.m. on Tuesday, July 27, 1993. 

KUSSBAUM advised that by Tuesday, July 27, 1993, it had 
bean decided that tha note would ba turned ovar after it was 
shown to LISA FOSTER and after tha matter vaa presented to 
President CLINTON. LISA FOSTER arrived at tha White Housa and 
was shown tha contents of tha nota at approximately 9:00 p.m. on 
July 27, 1993 and President CLINTON warn briefed at approximately 
6:00 p.m. on July 27, 1993. President CLINTON directed that tha 
note be turned over to tha appropriate authorities. 

* KUSSBAUM advised that later on July 37, 1993, Attorney 

General JANET RENO and Deputy Attorney General PHILLIP HEYHANM 
arrived at the White Housa and ware shown tha note. RENO told 
KUSSBAUM that tha nota should ba turned over to the UNITED STATES 
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PAJUC POLZCX (U5P9) • Th* U3PP racolvad th* not* at approaimataly 
5:00 p.a* on July 27, 1597. 

- HU33BACH idvia«d that h* was rathar aurpriaad that th* 
not* va* located in th* bottom of * brlafcaa* which h* had 
b*li*v*d vas a*pty. H* wa* alao puzzled a* to why 70STT* would 
hav* placed th* not* thar*. HUSSBAITK advised that h* had no 
raaaon to question th* applanation ragarding th* not*'* dlacovary 
given by 3TEPHZM NEUWIRTH. NUSSEAUM alto atatad that tha not* 
vaa Xept in a aacur* plac* in NUSSaMIH'a of flea on tha night of 
Monday, July 26, 1553. 

MU53&AUH atatad that h* 1* avara of no athar nota* or 
a«s aaga* l*ft by VIMCI.NT fOSTtX which would b* ralavant to th* 
inveatigation of hi* daath. 

At th* conclualon of th* intarvlaw NUSS BJkLTM provldad to 
th* interviewing agant* tha briafcaa* fro* FOSTER'S offlca and 
on* yellov pad of paper, alao taXan fra* FOSTER'S offlca. 
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CHARLES WILLIAM BURTON, also kno vn as BILL BURTON, 
Oaputy Assistant to tha Pr •aidant and Policy and Staff Director 
for the Chlaf of Staff, tha whits Houss, Washington, O.C., was 
advisad of tho idsntitlss of ths intarviawing aganta and inforxad 
of ths naturs of ths intarviav. BURTON providad ths following 
information: 

BURTON advisad that ha was prasant on Thursday, July 
22, 1993, for ths invantory of itass in tha Offica of viNCDfT 
FOSTER. BURTON racallad that FOSTER'S briafcasa was aaptiad by 
BERNARD HUS S BA UN and tha contants, which consistad of filas and 
papars, wars rawlswad by NUSSBAUN. BURTON statad that aftar 
MUSS BA UN raaovad tha papars and filas, ha obaarvad tha briafcasa 
to bs aapty with tha axeaption of aavaral paparclipa and a singla 
•„ ;st-it* papar i oca tad in tha. bottom of tha briafcasa. 

BURTON advisad that during ths aftarnoon of Nonday, 

July 24, 1993, hs was working at his dask whan BERNARD NUSSBAUN 
raguastad that BURTON corns' to NUSSBAUN* a of flea to saa soaathing. 
BURTON want to NUSSBAUM'a offica with NUSSBAUN and also sat 
STEPHr* NEUWTRTH. BURTON was shown a nota which had baan put 
togathsr aftar having baan com into aany piacaa. BURTON statad 
hs innadiataly racognizad tha handwriting as that of VINCENT 
FOSTER. It was axpiainad to BURTON that tha itaaa wars iocatad 
by NEUWTRTH in ths bottom of VINCENT FOSTER'S briafcasa. 

BURTON advisad that aftar raading tha nota ha, NUSSBAUN 
and NEUVIRTH discussad- what stapa should bs takan nart. It was 
dataminad that MACS McLARTY, whita Housa Chiaf of Staff, should 
bs notlf lad innadiataly. BURTON and NUSSBAUN apoks with McLARTY 
via tslaphons and inforaad McLARTY of ths nota's axistanca and 
axplainad to him tha nota' a contants. At that tins, it was 
bsliavad that although tha nota did not conatituta a suicida nota 
it was claarly ralavant to ths invastigatlon ragarding FOSTER'S 
daath. Howavar, tha nota' a contants also raisad lagal aattara and 
guastiona of axacutiva privllaga. It was datarainad that tha 
iagal aattara should bs rasaarchad an tha avaning of Monday, July 
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2 « f 1993, and that on tha following day tha not* vould ba turnad 

CLINTON YlScS^^JrilT m ** c *<; mn * *9««cy *ftar Praaldant 
frfUJ?" I 0 ? 7 ** • ^*ily vara notified of tha nota' a 

existence. BURTON advlaad tha interviewing agents that thara was 
not an outatandlng auhpo ana vhieh ordacad laaadiata aurrendl? of 
**£"?*• **£??• *?* fMMrcA <=<**!<* ** conducted. In 

addition, vhlla tha nota vaa ralavant In that it vaa an 
Indication of roSTER'a state of sind, it vaa not a auiclda nota. 
I^f** 0 ** W4 * "not an iaaua of tiaa pressure" vtth respect 

to tha naad to turn tha nota ovar immediately’. P 

BURTON advlaad that ha la not avara of any othar notaa 
^OSTIR?•”^S. V,,iC,, WOUl<1 ** P* r ' ln « nt ea «i. lnv.atlqaclan of 


8 URTOK »dvl»«d th.e & d.cld.d Ch« not. would b. 

Inr^uc^ rS^.°^ W, T7 C,T 0 ’’ ■ TOSTIC * * f5,r *«•«•«* CLINTON 

and VINCENT rOSTER'a family vara notifiad of tha note's 

2",^ ? V !? ln ? °5 July 27 ' l ” 3 ' Attomay Canarai 
JANET RENO advlaad individuals at tha Whlta Houaa that tha nota 
should not b« turn ad ovar to tha OEPARTXEXT Of JUSTICE, rather it 
— should ba tumad ovar to tha UNITED STATES PAR* POLICE. 


BURTON advlaad that although ha ebaarvad BERNARD 
NUSSBAUN raaova tha contanta FOSTER' a briefcase of July 22 1993 

ha saw nothing inconsistent vlth STEPHEN MEUWIRTH's atory 
regarding how tha piacaa vhich made up tha nota vara found. 
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THOMAS P. (MACS) McLARTY, III, Chief Of Staff, the 
whit* House, Washington, O.C., wan advised of the identities of 
the intsrviswing agents and informed of the nature of til* 
intarvisw. McLARTY providad the following information: 

McLARTY advisad that on Monday, July 2S, 1993, at 
approxiaataly 3:30 to 4:00 p.a. (Cantrai Oay light Savings Tlsa) 
ha was in Chicago with President CLIMTQN whan ha was contacted by 
BERMARD MUSSBAUM and informed that a nota had baan located which 
appaarad to hava baan vrittan by VIMCZMT FOSTER and was calavant 
to FOSTER'S daath. Tha contants of tha nota wara axplainad to 
McLARTY by MUSSBAUM and it was axplainad to McLARTY that thara 
wara potantlal lagal and axacutiva prlvilag* issues which aust ba 
rasolvad bafora tha nota was disclosed. McLARTY discussed tha 
matter with DAVID. COSCf, who was also in Chicago and thsy agraad 
that tha nota auat ba dlscloaad to tha UMITEO STATES PARR POLICE 
and thay also agraad that LXSA POSTER, VIMCEHT FOSTER'S widow, 
should also ba pronptly notifiad. Aftar discussing this aattar 
with OAVTO COG EM, McLARTY callad MUSSBAUM back at tha Whit* 

Housa and a seating was scheduled for Tuesday morning (July 27, 
1993) to further discuss this setter. 

McLARTY advisad that on Tuesday, July 27, 1993, a 
seating was held in his (McLARTY' s) office involving BILL BURTOM, 
DAVID G ERG EM, B ERHARD MUSSBAUM and McLARTY. At the seating it 
was decided that President CLIMTOW would ba advisad of tha note's 
axistancs at tha earliest possible tisa and that tha matter would 
ba discussed with LISA FOSTER also. At approximately 4:00 p.s. 
on July 27, 1993, McLARTY advised* President CLIMTOM of tha note's 
existence. At approxiaataly 7:00 p.a. on July 27, 1993, Attorney 
General JAMET REMO and Oaputy Attorney General PHILIP HYMAJI 
arrived at tha White House and war* told of tha note's existence. 
At that tisa, REMO advisad that tha nota should ba turned over 
promptly to UNITED STATES PARX POLICE. McLARTY stated that the 
nota was in fact turned over to tha U.S. PARR POLICE at 
approxiaataly 1:20 p.a. to 9:00 p.a. 
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OAVTD GERCEM , Assistant to tha President, tha white 
House, Washington, O.C. , v«« advised at the identities of the 
interviewing agents and Info mod of the nature of the interview. 
GERCEM provided tha following information: 

CZRGZM advlaed that on Monday, July 24, 1993, he vat In 
Chicago, Illinois with Praaidant CLINTOK and Whlta Houaa Chief of 
Staff MACK McLARTY. During tha afternoon of July 24, 1993, 

GERCEM vaa advised by McLARTY that a nota had been loceted at tha 
white Houaa by White Houaa Counsel BOMARD MUSS BAUM. GERCEM was 
told that tha nota vaa written by VINCENT FOSTER and vaa relevant 
to FOSTER' a suicide. G ERG Of and McLARTY discussed this issue at 
vhlch time C ERG Of made clear to McLARTY that tha nota aust be 
turned over to tha lav enforceaent agency inveetigating FOSTER'S 
death. McLARTY and G ERG Of discussed executive privilege and 
legal isauaa involved in releasing tha note to the proper 
authorities. Because McLARTY and GERCEM vere only able to be 
told of tha contents of tha nota and did not view tha nota in 
parson, a. seating vaa sat for Tuesday, July 27, 1993 at 
approximately 10:30 a. a. at tha white House vhich would include 
McLARTY, MUSSBAUH and G ERG EM, at vhich tlaa tha note could be 
viewed and tha appropriate decision aada regarding tha note's 
disposition. 

G ERG EM advised that on Tuesday, July 27, 1993, soaetiae 
around 10:30 a.m. to 11:00 a. a., a aeetlng vaa held at the white 
House between BERNARD NUSS8AUM, BILL BURTON , MACX McLARTY and 
GERGOf. It vaa tha unanimous opinion of the individuals present 
for tha aaeting that the nota must be turned over to tha 
0EPARTMEMT OF JUSTICE -as soon as posaibla. At that tlaa, GERGEM 
and tha others believed tha OEPARTMOfT OF JUSTICE vaa tha agency 
responsible far the investigation of rosTER' e death, while being 
aware that tha nota suat be turned aver, GCTCD4 and tha others 
also wanted to adviae LISA FOSTER, VIHCEMT FOSTER'S widow, that 
the nota had bean found and they wanted to show her tha note. 
Arrangements vara aada to have a aaeting with LISA FOSTER at tha 
earliest possible time on July 27, 1993. It vaa learned that 
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LISA FOSTER was Lit tha process of traveling from Arkaneaa to 
Washington, D.C. on July 37, 1553 and the seating vat scheduled 
through LIS A FOSTER'S attorney, JAMES HAMILTON, to take placo at 
approxiaataly 3:00 p.s. 

GERCEM advlaad that the seating with LISA FOSTER did in 
fact taka plaea during the afternoon of July 37, 1553. Alao on 
July 37, 1553 at approximately 0:00 p.s. tha existence of tha 
nota vaa diacloaad to Praaidane CLINTON by HACK HcLARTY. McLAATY 
vat told by tha Praaidant that tha nota should b* turnad ovar to 
tha appropriata law anforcaaant agency. 

CdCOf advlaad that at approxiaataly 7:00 p.s. on July 
37, 1953, a aaating was hald at tha -"hits Houaa between Attornay 
C aral JANET RENO,. Oaputy Attornay Canaral PHIL HEYXANN, BERNARD 
NUSS8AUM, HACK HcLARTY, BILL BURTON and CERCEM. At that tiae, 
tha axiatanca of tha nota vat diacuaaad with tha Attornay Canaral 
who atatad that tha nota should ba turnad ovar to tha UNITED 
STATES PARX POLICE immediately. RENO quaationad tha group «a to 
why tha nota had not baan turnad ovar aoonar and aha waa advlaad 
that t>* only raaaon that tha nota waa not turnad ovar aoonar was 
"“that it had baan dacldad to notify Praaidant CLINTON prior to 
turning ovar tha nota and that tha first opportunity to saat with 
Praaidant CLINTON oceurrsd at approxiaataly 6:00 p.s. on July 37, 
1953. It was axplainad that tha eontanta of tha nota had 
potantial inplicatiorrs regarding axacutiva privilaga. rn 
addition it waa axplainad to tha Attornay Canaral that it had 
baan dacldad to meat with LISA FOSTER prior to tha nota baing 
diacloaad. 

C ERG Of advlaad that at approxiaataly 5:00 p.s. on July 
37, 1993, a datactiva fros tha UNITED STATES PARX POLICE arrivad 
at tha White Houaa and tha nota waa turnad ovar to his at that 
tlsa. 
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PHILLIP HEYHAXN, Deputy Attorney Canaral, OEPARTHDiT or 
JUSTICE. Washington, O.C., vat adviaod of t ha idantitiaa of tha 
intorvlawing agant* and Inforsod of tha natura of tha intarvlaw. 
HTTMAXM provldad tha following information* 

HEYNAXX advisad that on TUasday, July 27, 1953, ha 
racaivad a nota that atatad ha via to go with Attornay Canaral 
JANET REMO to tha Whita Houaa at appraxiaataly 7:oo p.a. an July 
27, 1953. A short tiaa aftar racaiving that nota, HEYNANN 
racaivad a talaphona call fraa BERNARD HUSSBAUN, Whita Houaa 
Coon sal. MUSSSAUX axplainad to HEYNANN that a aaating waa to 
taJca placa in tha offica of Whita Houaa Chlaf of Staff, HACX 
HcLARTY at 7:0Q p.a. on July 27, 1993. HUSSBAUN vantad to aaka 
aura that hia (HEYNANN'a) praaanca waa raquaatad at tha aaating 
along with Attornay Canaral RENO. 

HEYNANN adviaad that ha and tha Attornay Canaral 
arrivad at tha Whita Houaa at approxiaataly 7:00 p.a. and want 
diractly to tha offica of tha Chlaf of Staff. Praaant In that 
- offica waa HcLARTY, BERNARD HUSSBAUN, 0AVI0 CERCEM, BILL BURTON, 
JANET WHO, and HEYNANN. HUSSBAUN Initiated tha aaating by 
displaying an anvalopa which containad aany acrapa of papar which 
conatitutad a aingla yallov ahaat of papar which HUSSBAUN statad 
containad a aaaaaga writtan by VINCDTT TOSTER. HUSSBAUN had 
praviously asaaablad tha piacaa of tha nota and copiad tha 
aaaaaga ovar on anothar ahaat of papar in hia (HUSSBAUN'a) own 
handwriting. HUSSBAUN procaadad to raad tha nota' a aaaaaga to 
tha group. HUS SHAUN than axplainad that tha nota had baan found 
during tha aftamoon of Monday, July' 2«, 1993 in a briafcasa 
balonging to VINCDTT FOSTCT. Attornay Canaral RENO than told 
NUS SHAUN that tha nota should ba turn ad ovar right away to tha 
UNITED STATES PARX POLICE. Kona of tha individuals praaant 
diaagraad with tha Attornay Canaral. RENO than aakad whara tha 
nata haa baan and also aakad why tha nota had not baan turnad 
ovar to tha UNITED STATES PARK POLICE on Monday aftarnaon, whan 
it waa found. NUS58AUH axplainad that tha nota waa hald in ordar 
•to notify Praaidant CLINTON of tha nota' a axiatanca and to notify 
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LEONARD JOSEPH KECIT, J R. , Oetective, UNITED STATES 
PARJC POLICE, 1100 Ohio Drive, Washington, O.C., telephone 

number 202-490-5090, was advised of the identity of the 
interviewing agent and info mad of the nature of the interview . 
Detective MEGBY provided the following information: 

MIG BY advised that on Tuesday, July 27, 1993, he was 
contactad at approximately 1:30 p.m. by UNITED STATES PARK POLICE 
Captain CHARLES HUME and directed by HUME to go to the Southwest 
Cate of the white House in order to pick-up a not* relevant to 
the death investigation regarding VINCENT FOSTER, MECBY arrived 
at the white House at approximately 9:00 p.a, and was taken to an 
office where he set with BERNARD NUSSBAUM, BILL BURT0H, 0AVID 
C ERGEN , MACE HeLARTY and PHILLIP HEYXANM. Arriving after the 
initial seating began was an attorney, JAMES HAMILTON. BERNARD 
NUSSBAUM explained to MECBY that a note, relevant to the 
investigation regarding the death of VIHCENT FOSTER had been 
found on Monday, July 21, 1993 by STEPHEN HEUWIRTH, a White House 
Attorney. HEUWIRTH found the note while packing a box of 
FOSTER'S -personal items. The note had been located In the bottom 
of an empty briefcase which belong to FOSTER. Upon finding the 
note, HEUWIRTH advised NUSSBAUM and HUSSBAUM related this 
information via telephons to McLARTY who was in Chicago. MEGBY 
was also told that ths nots had been shown to the FOSTER family 
on July 27, 1993 and had also been shown to President CLINTON. 

MEGBY took possession of the note and departed the 
White House at approximately 9:49 p.m. 
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The undersigned Special Agents (SAs) vere present at 
the West Wing of the White House when an inventory was conducted 
o£ the contents of VINCENT FOSTER'S office. The following 
individuals vere present during the inventory: 

BERNARD HUS5 BAUM 

STEVEN NEUWIRTH 

CLIFFORD SLOAN 

CHARLES WILLIAM BURTON 

DONALD FLYNN 

PAUL IMBORDINO 

OAVID MARGO LIS 

ROGER ADAMS 

Captain CHARLES HUMZ 

Oetective PETER MARJCLANO 

SA OENNIS M. CONDON 

SA SCOTT K. SALTER 

The inventory was conducted by BERNARD NUSSBAUM. Only 
individuals employed by the White House vere permitted to look at 
the items and documents within the office. During the inventory, 
BERNARD MUSS BAUM removed the contents of a leather, satchel type 
briefcase vhich had been on the floor adjacent to the desk. The 
briefcase vas identified as belonging to VINCENT POSTER. The 
items which vere in the briefcase (papers and files) were removed 
and reviewed by NUSSBAUM. After those items were reviewed they 


The white House 
The white House 
The White House 
The White House 
U.S. Secret Service 
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Department of Justice 
Department of Justice 
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FBI 
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vira not placed back In the briefcase but they resained on top of 
the desk. NUSSBAUX then pick up t ho briefcase and placed the 
briefcase against the back wall of the office. At the tiae, 
NUSSaAdX placad the briefcase against the back wall It appeared 
as though the brlsfcaas was eapty. At no tias did the 
undarsignad agants obsarvad the insida of the briafcaaa. 

Itaas which vara found during the invantory to be 
strictly personal in nature and not related to VINCENT FOSTER'S 
work at the White House vara raaovad from the offlca and turned 
over to an attorney who represented the FOSTER faally. No itess 
wars found during the Invantory which ware datarsined to be 
relevant to the investigation of FOSTER'S death. 
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CLIFFORD n. 5L0AN, Assistant Counsal, tha Whit* Houaa, 
Washington, O.C., vaa advisad of tha identity of tha intarviaving 
aqant* and inforxad of tha natur* of intarviav. SLOAN providad 
tha following information: 

SLOAJf advisad that ha firat laamad of VINCENT FOSTER'S 
daath on TUaaday, July 20, 19-93 at approxisataly 11:30 p.s. 

SLOAJf vaa avara- that FOSTER* a offica vas sacurad at approxisataly 
10:00 a. a. on Wadnasday, July 21, 1993. SLOAH vaa praaant for 
tha invantory of tha contanta of VINCDfT FOSTER* a offica vhich 
occur rad on Thursday, July 22, 1993. SLOAJf advisad tha 
intarviaving aqanta that ha racallad vhan BCTJfARD NUSS8AUH 
axaainad tha contanta of VINCGfT FOSTER* s briafeasa but could not 
racall any apacifie itaaa vhich vara locatad in tha briafeasa. 
SLOAJf baliavad that all tha itaaa vara takan out of tha briafeasa 
hovavar ha did not axaalna tha aapty briafeasa at that tlsa. 

SLOAJf was aakad by tha intarviaving aganta to raviav tha nota# ha 
took during tha invantory of July 22, 1993. SLOAJf axaainad his 
notas and advisad that thara vaa nothing in his notas vhich is of 
any usa Tji providing sort datail* ragarding tha invantory. 

SLOAJf advisad that ha vaa not avara that a nota had 
baan locatad until tha avanlng of Tuasday, July 27, 1993. At tha 
tiaa SLOAJf vaa notifiad that a nota had baan locatad, tha nota 
had alraady baan turnad ovar to tha UNITED STATES PARJC POLICE. 

SLOAJf advisad that ha vaa told that tha nota vaa 
locatad by STEPHEN NEUVIRTH having baan found vhan NEUWIRTH 
turnad VINCENT FOSTER* a briaffcaaa upaida down in ordar to placa 
it in a box. Aa tha briafeasa vaa turnad upaida down savaral 
scrap* of papar fall out of tha briafeasa and NEITWIRTM 
aubsaquantly locatad aora acrapa of papar lnaida tha briafeasa. 
Tha scrap* of papar vara aaaaablad and tha aaasaga on tha nota 
could ba raad. 
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2 LOAM advised that ha vu not surprised that the nota 
was located in tha bottos of tha briafeasa avan though tha 
briafcaaa had baan previously aaptiad and ita content* 
inventoried. 5 LOAM recalled that after tha brlefeaaa wee asp tied 
by MUSS BA UX and tha contents reviewed, tha eapty briefcase was 
placed on tha floor at tha spot where ha { 3 LOAM) was standing. 
However, SLOAN did not notice if there were any itea* remaining 
in tha briefcase because ha "did not look after every detail." 
SLOAM was not aware of any other notes left by VINCENT roSTER 
which would be relevant to tha investigation of FOSTER'S death. 
SLOAM was also unaware of any circumstances regarding the 
location of the note in question other than tha version given by 
STEPHEN NEUWIRTH. 
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Special Agent (SA) DONALD A* ILYNN, UNITED STATES 
SECRET SERVICE (USSS) , the Uhita House, Washington, O.C., v«t 
made aware of the identity of the interviewing agent and to the 
nature of interview. FLYNN provided the folloving information: 

FLYNN advised that he vaa present in VXMCDfT FOSTER' s 
office located in the West Wing of the white House on July 22, 
1953 f during the inventory of the contents of FOSTER'S office. 
FLYNN recalled that the inventory was conducted by white House 
Counsel BERNARD NUSSBAUN. FLYNN advised that prior to the 
inventory being conducted the rooe had been secured with the only 
key in FLYNN'S possession. FLYNN's role during the inventory vaa 
to be present as an escort for the individuals froe the UNITED 
STATES PARJC POLICE, the OEPARTNOT OF JUSTICE, and the FEDERAL 
pUREAU OF INVESTIGATION. 

FLYNN recalled that at one point during the inventory 
BERNARD NUSSBAUN reaoved and reviewed the contents of a briefcase 
which was- located in VINCENT FOSTER'S office. FLYNN could not 
recall any details of this portion of the inventory but was aware 
that items were reaoved froe the briefcase and he did not recall 
any iteas being put back into the briefcase. FLYNN could not 
recall any other details regarding that portion of the inventory. 

FLYNN advised that at the conclusion of the inventory 
he provided his key for VINCENT FOSTER'S office to BERNARD 
NUSSBAUN. 

FLYNN advised that he is not aware of any other 
information which would be pertinent to VlNCDfT FOSTER'S death 
investigation having been found. 
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PAUL IXBOROIKO, Spoclal Agont, WX TEO STATES SECRET 
SERVICE, tho Whit* Houao, woo adviaod of tAo Identity of tho 
intorvoiving agont and informod of tAo naturo of tho intorviow. 
INBORDINO provided tho following information! 

INBORDINO adviaod that ho woo prooont in VINCENT 
POSTER' • offieo on July 23, 1993 vhon tAo eontont* of tAo offieo 
woro invontoriod. IN SORDINO it a tod that ho woo prooont in tho 
offieo to inouro that tho vioiting offieiolo from tho OCPAATXENT 
or JUSTICE, tAo UNITEO STATES PARE POLICE, and tho FEDERAL BUREAU 
Of INVESTIGATION voro proporly ooeortod. INBORDINO advliod that 
during tho invontory ho vaa roquirod to loovo tho offieo on two 
eccoaiono to rotum ooaaagoa ho rocoivod on hio pag«r. INBORDINO 
adviaod that ho eould provido not ipoeifie information regarding 
tho portion of tho. Invontory during which VINCENT roSTEA'a 
briofcaao woo handlod. 
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QAVXO KARCOLXS, Deputy Assistant Attorney Ceneral, 
OtPARTMEKT OP JU3TXC1 (DOJ), Washington, Q.C. , vaa advised of thm 
identities of the interviewing agents and informed of the naturo 
of t hm interview. HARC0LX3 provided the following Information: 

KAXCOLZJ advlsad that ha vas prsssnt for tha inventory 
of tha contsnta of VIMCIMT roSTCI'a off lea vhich vas conductad by 
BERMARO HU S3 BAUM on July 22, 1992. MASCO LI 3 statad that all of 
tha Items In tha offlea vara ravlavad only by fl ERHARD MUSS BAUM 
and members of tha Off lea of tha White Houaa Counsal. MARCO LIS 
racallad that at ona point during tha inventory, ltaaa vara 
removed froa a brlafcasa In FOSTER'S offlea and that tha ltaaa 
raaovad vara ravlavad by BERMARO HUS I BAUM. HAACOLI3 baliavad 
th“«*a ltaaa to ba papars and files. Aftar reviewing thaao ltaaa, 
HUBS BAUM picked up tha brlafcasa vhlch vaa apparantly aapty at 
that time and plaead It against tha back vail of roSTER'e offlea. 
MARCO LIS vaa not abla to obsarva If thara vara any othar ltaaa 
remaining In tha bottom of tha brlafcasa. 

* MARCOLI3 advlsad that on July 21, 1991 ha undarstood 
that tha Inventory of FOSTER'S offlea vas to ba conductad by both 
White House personnel and lav enforcement personnel. On July 22, 
1993, vhan MARCO LIS arrived at tha white House to participate in 
tha Inventory, B ERHARD HUSSBAUM told him that only white House 
personnel vould review tha items In rosTER'3 office. MAACOL23 
statad that this change In tha inventory process vaa a decision 
made by HUSSBAUM. 


«• 8/1/90 
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FEDCJUL BUREAU or INYESTIGa 


ON 


•/3/»3 


ROGER ADAMS, Oaputy Assistant Attorney Central, 
OEPARTXZMT Of JUSTICR (OOJ) , Washington, O.C. , vao adviaad of tha 
idantitiaa of tha intarvlawinq aqanta and in fora ad of tha natura 
of tha intarviaw. AO AMS provldad tha following informations 

ADAMS adviaad that ha was praaant durinq tha invantory 
of itama locatad within VINCD<T FOSTER' a offica on July 22, 1553. 
ADAMS atatad that tha raviaw of tha itaaa waa conduct ad by 
BERMARO MUSSBAUH. ADAMS racallad that at ona point durinq tha 
invantory MUSSBAUH locatad a briafcasa aonawhara bahind VINCEMT 
FOSTER' a daafc. ADAMS racallad that thara waa aoaa convaraation 
concarninq whathar or not FOSTOI carrlad that briafcaaa with hia 
to and froa work on a daily basis. MUSS BAUM raaovad itaaa from 
tha briafcaaa, thosa itaaa eanslstinq primarily of papara and 
fil's and raviawad. thosa itaaa. ADAMS atatad that from hia . 
vantaqa point ha waa not abla to obsarva whathar thara wara any 
itama raaaininq in tha bottoa of tha briafcaaa aftar tha papara 
and filaa hava baan raaovad by MUSSBAUM. 


« 8/3/53 • Washington. O. C. *** WMfO l75B-wrM877 43 
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ITDClAL BU1EAU or INVESTIGATION 


9*mW 


•/3/fJ 


CHAALE3 W. HUXZ, Captain, UNITED STATES PAJUC POLICE, 
1100 Ohio Drive, 3.W. , Washington, O.C. , vai advised of the 
identity of the interviewing agent and informed of ted nature of 
the interview. HUXZ provided the following informations 

HUXZ advised that he vas present on July 22, 1993 
during the inventory of VIMCOIT TOSTER'a office, located at the 
West Wing of the White House. HUXZ stated that the Inventory 
occurred at 1:13 p.a. HUXZ stated that the Inventory of itese 
was conducted by White House Counsel BERNARD HUS SEA UN and that he 
(HUXZ) and other lav enforcement individuals present vere there 
’only as observers and vere not permitted to reviev the iteas 
vhich vere inventoried. 

HUXZ advised that during the inventory BERNARD HUS SEA UN 
reaoved documents from a briefcase vhich vas in the office and 
identified as belonging to TOSTER. HUXZ believed that vhen these 
items vhich consisted of files and papers had been taken out of 
the briefcase it vas believed that the briefcase vas eapty. 

After BERNARD HUS SEA UN reviewed the iteas vhich vere in the 
^ briefcase, HUXZ recalled that MUSSEAUX picked up the briefcase 
looked in it and indicated that the briefcase vas eapty. HUKZ 
recalled that a short vhlle later during the inventory, HUS SEA UN 
picked up the briefcase again and at that tiae moved it against 
the back vail of TOSTER'a office. HUXZ advised the interviewing 
agent that at no tiae vas he able to see the bottom portion 
Inside the briefcase. 
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ITDEJUt BUREAU Of (KYEST1G. 


ON 


«/4/*J 


prrza w. karjoantj, Detective, united states pajuc 

POLICE, 1100 Ohio Oriva, S.W. , Washington, O.C., after being 
avar« at tha identity of tha interviewing agent and to the nature 
of the interview, provided the following information: 

XARXIAND advised that ho vaa present of Thursday, July 
22, 1993 , during the invantory of tha contents of VINCENT 
FOSTER' a of flea locatad at tha Whita House. HARJOANO atatad that 
tha itaaa vara raviavad only by white Houaa Counaai BERNARD 
NUSSBAUN and that tha invantory' a purpoaa vaa to idantify and sat 
aalda any itaaa in tha office which vara ralatad to FOSTER' a work 
in tha Offica of tha White Houaa Counaai. 

MARXIANO adviaad that ha racallad vhan NUSSBAUM 
raviavad tha itaaa • locatad in VINCENT FOSTER' a briafcaaa. 

MARXIAN 0 obsarvad NUSSBAUM raaova tha contanta of tha briafcaaa 
which includad filaa and othar papara and placa thaa on FOSTER'S 
das*. Aftar thoaa itaaa had baan raviavad, MARX LAND obaarvad 
MUSS BAUM pie* up tha briafcaaa, opan tha tap of tha briafeasa, 
look lnalda it and daclarad that it vaa aapty. MARX LAND than 
obsarvad NUSS8AUM cloaa tha briafeasa and placa it against tha 
back vail of tha FOSTER'S offica. MARXIAN 0 ballavad that had 
thara baan scrapa of papar lying in tha bottaa of tha briafeasa, 
thay would hava baan saan and idantifiad by NTJSSBAUM at that 
tiaa. 

KARXIAXU advisad that ha haa praparad a vrittan report 
regarding tha inventory of FOSTER'S offica and an inearviav of 
BERNARD NUSSBAUH. 


(talaphonicaily) 
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FEDERAL IUXCAU Of WYTSTTG ON 


•/S/93 


OCBRA L. GORHAM, Saeratary, Offica of tha Court aal to 
tho Praaidant, tha wnito Houaa, Waahington, O.C. , via adviaad o f 
Zhm idantitiaa of tha intarviaving aganta and informad of tha 
natura of tha intarviav. GORHAM provided tha follovi no 
infortationx 


GORHAM adviaad that aoaatlaa juat bafora aidnight on 
July 20, 1993, aha vu contactad at hap hoaa via talaphona and 
adviaad that V INCEPT FOSTER had baan found daad of an apparant 
suicida. GORHAM arrivad at vor* tha naxt day (Wadnasday, July 
21, 1993) at approximately «:30 a. a. Shortly aftar arriving at 
vor)C, GORHAM, who had baan VINCENT FOSTER' a aacratary, want to 
FOSTER' a offica and lookad inaida tha office. GORHAM* did not 
touch any itaa in FOSTER' a offica and vaa carafui in that vhan 
* loo*ad in tha. offica aha only atood in tha doorway, vnara it 
would ba claar to othar individuala that at no tiaa did she antar 
tha offica. Froa har vantage point at tha doorway to FOSTER' a 
offica, GORHAM did not obaarva anything to ba aiaaing froa 
FOSTER' a das*. GORHAM waa awara that BETSY PONO, tha laad 
aacratary, for tha Offica of .tha Vhita Houaa Counaal, had gona 
into TCSTER'a offica briafly on tha aorning of July 21, 1993 and 
that aha did "straighten up - soae- itaaa on tha das*. GORHAM 
statad that it waa unuaual for PONO to go into FOSTER' a offica 
but that aha waa not awara of any itaaa that vara ta*an out of 
FOSTER'* offica. GORHAM did not go into FOSTER'* offica until 
aftar an invantory had baan taXan of tha itaaa in tha offica on 
Thursday, July 22, 1993. Aftar that invantory, CORHAH wax givan 
ona of tha Xaya to FOSTER'* offica. 


GORHAM advisad that on Monday, July 24, 1993, sha waa 
assigned to aaaiat STEPHEN NEUVIRTH in tha review of itaaa in 
FOSTER'* offica. GORHAM racallad that at ona point, FOSTER' a 
briafcasa vaa "in tha way* so aha picXad it up and placad with a 
group of FOSTER'* parsonal itaaa which war* to ba raturnad to tha 
FOSTER family. GORHAM atatad that it har practica navar to loo* 
in anothar'a individuala briafcasa but that as aha picXad up tha 
briafcasa aha waa awara that it waa aapty with tha axcaptlon of 
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SCHEDULE FOR HILLARY RODHAM CLIMTOM 
DATES TUESDAY/ JULY 27/ 1973 
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BIMGTOH/ DC 


Scheduling Desk: 


PREV 


YjROlC. 


Julie Hopper 
202-456-7561 
202—456—2317 
202-54 4-4223 


Office 

fax 

home 


l-800j-528|-7528 /4096 
The White House 
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9:00 am - 
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9:15 am - 
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9:30 am - 
10:30 ah— 


10:30 am - 
11:30 am 


12:00 

1:00 
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PVT MTG v/Haggie Williams & Patti Solis 
HRC's Office 


PVT MTG v/Haggie Williams 
HRC's Office 

PVT MTG v/Ira Magaziner 
HRC'S Office 
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PVT MTG v/Maggie Williams 
HRC's Office 


LURCH, 

OPTICS /PHONB TIMS 
HRC'S Office 


PVT MTG v/Bernard Nussbaum 6 Steve Neuvirth 
HRC's Office 


Contact: Patti Solis 
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Ms. Huber. No, because I do not wear a pager. I 
never wear my pager. So he could page me, but I wouldn't 
have known it. 

Mr. Chertoff. Did you talk to Bernie Nussbaum? 

Ms. Huber. No, sir, X have never talked to him. 

Mr. Chertoff. You have never talked to Mr. Nussbaum? 

Ms. Huber. No. 

Mr. Chertoff. Do you know where Mr. Nussbaum tried to 
reach you by page the previous day? 

Ms. Huber. No, sir. 

Mr. Chertoff. Do you know whether on the previous day 
Mr. Nussbaum was trying to reach you to make his own 
arrangements to move any records up to the residence? 

Ms. Huber. No, sir. 

Mr. Chertoff. So as you sit here, you cannot tell us, 
you have no idea -- and I'm doing this to make it clear 
rather than to kind of push you -- you have no idea why 
Bernie Nussbaum would have tried to reach you by page on 
Wednesday evening before the Thursday the box was moved 
up? 

Ms. Huber. No, sir. 

Mr. Chertoff. Just to be clear, X believe you told us 
a moment ago after you locked the box in the closet, you 
put the key back in the drawer? 

Ms. Huber. Yes. 
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Mr. Chertoff. And that's the drawer where the key is 
always kept? 

Ms. Huber. Yes, it's in an envelope, and it says "key 
to closet. " 

Mr. Chertoff. That makes perfect sense. I think at 
this point, I am done, Mr. Chairman, and I yield the rest 
of my time to whoever else on our side wants it. 

*QLD 

The Chairman. I think we go to Senator Bond. CAPS 


OPENING COMMENTS OF SENATOR T 3ct4E> C- 

J senator Bond. Thank you very much 


Ct* 


you very much, Mr. Chairman. 

Mr. Castleton and Ms. Huber, thank you very much for 
being here. You all have taken a great deal of time, but 
the information you provide is very helpful. 

I just want to be clear I understand, and first, 
starting with Mr. Castleton, we're focusing on July 22. 
This ^pmmittee has heard yesterday from Mr. Heymann that 


there was a search which was not really trustworthy or 
reliable. We know from other testimony that the deposition 
of Mr. Nussbaum has said that he and Ms. Williams put files 
into a box. 

Now, we're at the position where Ms. Gorham earlier 
this week testified that she asked you to help move the 
box, and as a good assistant, you did that right away. You 
moved to help her pick up the boxes. One question that 
interests me is how long does it take you to go from the 
place where you picked up the box to the residence? How 
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THE WHITE HOUSE 


WASHINGTON 


February 12, 1996 


BY HAW PE1IYEBY 


Robert Giuffra, Chief Counsel 
United States Senate 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters 
534 Dirksen Building 
Washington, D.C. 20510-6075 

Dear Bob: 


I am enclosing Worker and Visitor Entry System (WAVES) 


records (Bates Nos. S 020549 - 561) responsive to the Chairman's 
letter dated February 2, 1996. In response to the Chairman's 
letter dated February 9, 1996, I am also enclosing copies of . the 
First Lady's schedule for July 27, 1993 (Bates Nos. S 020562 - 
563). Although the schedule reflects meetings in the First 
Lady's office, I note that, as I informed the Committee in my 
letter Jto Messrs. Chertoff and Ben-Veniste of December 9, 1995, 
movement records suggest that the First Lady remained in the 
Residence that day. 


Pursuant to the Committee's Security Procedures, we 


request that these documents be treated as "Highly Confidential . " 
We would appreciate the opportunity to discuss with the Committee 
the basis for our request in the event the Chairman and Ranking 
Member consider redesignating any of this material. 


Please feel free to call me if you have any questions. 



Jane C. Sherburne 

Special Counsel to the President 


Enclosures 


cc: Lance Cole 

Minority Deputy Special Counsel 
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Memorandum from J. C. Friar to Nr. Potts 
Re: Unsub; Vincent W. Faster, Jr. , 

Deputy White House Councsl to 
the President - Victis; 

7/20/93; P PS AKA - Staff Member, 
Obstruction of Justice (OOJ) ; 
Preliminary Inquiry; 

OO: WNFO 


DAC Heymann vas interviewed and confirmed that he and 
Attorney General Reno were called to the White House at 
approximately 7:00 p.m., 7/27/93. It was at that time he was 
advised of the 7/26/93 discovery of the note, the previously 
described reasons it had been maintained by the White House 
staff, i.e. sensitivity for Foster's family and the need of the 
President to see it, and the fact that the President wanted the 
note turned over to the law enforcement investigators. 

USPP Investigator Joseph Megby vas interviewed and 
advised that he was provided the note on 7/27/93 at approximately 
9:15 p.m. He copied the contents of the note on two pieces of 
plain white paper and gave a copy to DAG Heymann who was present 
in the White House when he, Megby, arrived. OAG Heymann advised 
he provided this copy to his assistant, Oavid Margolls, who, in 
turn, provided it to the FBI. 

In addition to the above, James Hasilton, attorney 
representing the Foster family, vas interviewed. He confirmed 
the meeting between himself, Mrs. Foster and the white House 
staff on the afternoon of 7/27/93 as well as the purpose of the 
meeting as described above. Hamilton stated that during his 
meeting with White House personnel on 7/27/93, there was never 
any mention or indication that the note would not be turned over 
to law enforcement officials; only that such would occur after it 
was reviewed by the President. Hamilton advised that he would 
not maXe Mrs. Foster available for interview. 

Oavid Margolls and Roger Adams, DOJ, were interviewed 
and advised that they were present on 7/22/93 when Foster's 
office vas searched. Margolis advised it had been agreed on 
7/21/93 that law enforcement personnel would conduct the search; 
however, on the afternoon of 7/22/93, Chief White House Counsel 
Nussbaum advised the search would be conducted by him while being 
observed by law enforcement personnel. Both Margolls and Adams 
recall a briefcase being located, the contents being removed and 
the case being opened by Nussbaum to ensure nothing remained in 
it. Neither Adams nor Margolis could see into the briefcase. 


(Continued - Over) 
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CSROKOLOOT OF TRAVEL OFFICE FTRIWGS (as of 5.25.93) 


P/is /W- 


Dar ns. 
Billy Dais 


— Oee Dee Hyo taDcs to Barry Thomason and 

rtens about press ch arter business. Ma rtens con tacts 
in tbe Wh ite Hou se travel office and la tm Id there is 
TRH will get White Bouse business. Martens writes 
t conversation to his file. 
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a/ fu, 

0 —/ 

■4 /•* (P 

,val~ office, ^ ^ _ 
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yabr- aarr 15 — Catherin e Cornelius and Clarissa Cerdjf Vrlte io ^ 

to David Watkins proposing reorganisation or c ravai orTir>a 

-Jov— 9-^ ^ ^ Dn t e ' T>~C~ * ^ “ 

April C atherine Cornel ius croes to work IntK 

acting as a l iaison to sch edulin g and a dvance and a rranging 
hotels and flights for White House_staff~ 

77 ZTZs < 5 - 

“key 10 — Har ry Tho mason and Darn ell Mart ens meet with Watkins, 
describe Martens encounter with Billy Dale. Thomason calls 
Mart ens Ci ncinnati office and has nemo faxed to White Bouse. 

Thomason makes copies for David Wa thins, Cath erine Co rnelius and 

himself .#r /J-Lt***. S ^ Dc tJL± — / /)/**, 4^ /w.+ k/ ?JL /w 

— - v/w-. />■*•/ c/ 

■ fljLL- ia — Bill Kenned y (end others?) meet with representatives ^ 

(who?) o f the FBI, seeking guidance on disturbing information 

discovered in the travel of fice. FBI confirms that there may be 

enough information to warrant further investi gation^ ^ C* J 

Kay 13 — David Watkins contacts Larry Herman of Peat, M arwick 
and asks the company to review traVii WTICi files. ‘ 

Key 14 — iar rv Herman and five oth er Peat, Marwick accountants. 

begin review. In terview several members of the tr avel office 

(which ones?) 


Key 15 — P eat. Ma i-»jc* auditors brief members of White Rouse 
counsel's off ice, w administrative staff ^flnd Fm about their 
findings. Based on inform ation p ppyided miv-Tng briefing, 

FBI dete rmines they heve^PTedic ate** H o investigate 
(Us.c 

Kay 19 — Da vid Wat-ki n » with tm of the 

travel office in Washington, i ncluding Billy Dale. Tells them 
-they have been d ismissed and a sxs them rn n ut their 

hulongin gg by day 's end. Jeff ELlst briefs Kern in of the 

Washington Post and George Condon of the White House 
Correspondents' Associatio n. Dee Dee Myern hrlfcfs Fhlte House 
press corps at 2 p.m. , conf irms t ha t FBI has been called and 
further inv estigation, is *vrr fa»_liR * Later that afternoon. George 
Stephanopoulos , Dee Dee Myers, Jeff Eller, David Watkins and 
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*-e are aloe aware rr-ec since char cine '’adiaor. has 
beer, r si yens And csr.ri^ea cc rely on a n-jssar of ocher bar- 
fims co provide ongoing represencncim, and chac C'jr repre- 
ser.carlrr has beer for laolaced careers and has nor 
conrincoua or signif icaac. 

j \ Tou currencly hava a credlc vich che Fo so Lew Tire 
34|ax2.f3. X as. rherefcre, recurr.ing che enclosed check 
our f irs racalvac f — ? ^nfl o n n .u. azjy ancc *-a-lnTr lerel'' 
feas for Che ccnhh of July, 1936. and a check frr che 
retainer credir in che onoucr of 5 L . 522. S3 . 
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STATE OF ARKANSAS ( \\C) 
OFFICE OF THE GOVERNOR^^ 



ROUTE SLIP 


Dale: 


From: 




// / 


) For A|)|imv:il 
j Fur Signature 


i For Ointment 
I l*TT1«nv Hnilv 

F or Your Ininmuitmit 


K ('marks: 


D LLLe 0 <jL. 





S~ 


) For Necessary Action 
J Initial And Fonmrri 


) Noic And Hcitim 
) Please See Me 
1 A5 Hen ties led 






\\ 




' aI t f>o wv 

warn (aju^ 

DKSNO 13309 N\A^O— 6^1 

ccoc-i«y < \ ^ 



561 




Please review- the attached list of your cloaed files. We art 
now la the process. a f veieroCilaing and destroying all fiiea 
\ unless you specif icslly cequeat certain fllta xiaiu intact. ' 
*11' file* that are to be , kept la their"originsl fore need to be 
•arked with "X.*" There are eany files that could he destroyed-- 
without being ' aicrof lined . This would save tiae and -*cney. / - 

Pltase\ *ar$ •g* Reside- each of these files. 

If you have soy questions, please call ee ->t^need your List N 
back no later than H \ Y“\\ Q 
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FDIC 

Federal Deposit Insurance Corporation 

W— Nnqton, O.c. 20423 Office of Invert) Qatiom 

~ Office of inspector General 


MEMORANDUM OF INTERVIEW 


•rrovew or 

HARRY DON DENTON 


•rrovxw hclo at 


Washington, D.C. N/A 

^HHY DON Denton, former Chie^ Lending O^icer, . 


OATt Of HTTXVKW 

June 11. 1986 


HTlRV*WtD «Y 


reoru mutter 



was interviewed on Juna 11, 1986 by Special Agents ■ 

DENTON had previously been interviewed relariv* m n - . . . ,n Washington, O.C. 

with, MGSL. Subsequent to that interview d/mTOw h^ ' v,ed ' 3 * of activities at. and individuals connected 
d ™« <0 reporting .gent.T, ^ "* ** ^ 

a^Irwtn^MA^O^O^'FlNANCI^A^COflPOR^TK^N^MFC^ T - °' M3V U 1986 °°°°" a «"«"«"t 

Holman Acre, in July. ,986 DENTON ^ *T7 WARC °"" ed a ’ 27 1 28 

racords that he maintained and now recalls that ha laam.H^rU * W ’ he had a chance to review certain 
of MGSL in 1 986. ' * ,Mmed ° f 1,18 ° PlJOn eart,er ' du ""Q *e ™L3B exam, nation 

z m zT . u zzT on a hm - H * ,>ca,, * d *« «« 

OENTON said that he had the first two oaoes , 0 0 ™ desenpuon was o ( the wrong propenv. 

and WARD initialled the newly replaced pages Denton" . r "T?” d ' a " d tt ' a< MGSL Pr,!,d * nt J0HN l-ATHAM 
but said that JANIE 8 ASC 0 CK was the secretary mat worked Jm SSt,’ T „ Z ™. ** ' V ’° M5 “ ^ 

h * 8ad ma ™ a '"* d - «< b» d 

* fr ° m - m * « am '"« ra - “»« that the examine,, were involy.dV»m. ri "ZT Pr0V,d,d * * ,K *' V * d 

May^nae 1 The ™“r,n°UVmm.f "n:"'’ ** Wr °"° d *«"» d on »« contained a no,, dated 

and had been told that it was the wrong description^ d ' SCUSMd * e optlon DENTON 

be the Holman Acres property on the option. 0ENT ° also reportedly told the examiner that a should 

= - «» ~ ~ - 
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collateralizing WARD loan #4027. DENTON speculated that another possible reason for the opbon was that 
as conditions at MGSL deteriorated, WARD and whoever was advising him became concerned about WARD'S 
protection from repaying loan #4027, and that the option was another level of protection. 

OENTON said that he had no specific knowledge, but believed that at one time there was going to be a put 
option concerning the same property. He described a put option as one in which MFC would have been 
required to purchase the property. He could provide no additional information. 

Concerning the Ward loan #4027 of March 31, 1986, OENTON said that after the Ward loan #2962 that 
purchased the IDC property was paid off on February 28, 1986, WARD began to demand of JOHN LATHAM 
and. JAMES MCDOUGAL that he be paid his commissions that were due from the sale of IDC property. 
DENTON said that he understood that MGSL did not have the money to pay the commissions, and that either 
LATHAM or MCDOUGAL suggested that WARD be loaned $400,000. He said that he understood that the 
$400,000 represented $300,000 in commissions. $70,000 to repay the outstanding balance on a loan 
(#3359) that had been made to WARD on February 25, 1986 to pay the deficiency on loan #2962 after 
proceeds from IDC property sales had been applied to it, and $30,000 for interest on the notes. 

DENTON was asked how he was aware of that agreement and he said that ha may have learned it from the 
WARD tnal, but believed that WARD, and possibly others, had told him as well. 

DENTON said that it was then agreed, he believed between WARD and LATHAM, that MFC would borrow 
$400,000 from WARD, and that a note was executed, he believed, on March 31. 1986. He said that he 
believed that simultaneously or shortly thereafter. $100,000 was received from the WILSON Company for 
payment on WARD'S loan #4027. DENTON said the payment was the return of money that WARD had 
previously given to ROBERT WILSON to participate in a loan in which WARD later decided to not participate. 
DENTON said that it was then decided that the $400,000 note would be replaced by a $300,000 note and 
a $70,000 note. Those two notes were dated Apnl 7, 1986. 

DENTON said that he prepared the loans to and from WARD based on instructions from LATHAM. 

DENTON said that since the earlier interview, he had recalled that he did have a conversation with CLINTON 
concerning WARD loans at MGSL. DENTON said that on Aonl 7, 1 986 he received a telephone message from 
’Sandra" of "Hillary Clinton’s Office", telephone number 375-9131. The message requested that he return 
the call. 

OENTON said that either that day or the following day. he telephoned, from MGSL. 501-374-7777, the number 
that had been on the message from CLINTON and it was answered by SANDRA. DENTON does not know who 
SANORA is. He said he identified himself and was immediately placed through to CUNTON. DENTON said 
that he could not recall all of the specifics of the conversation, but did recall that the issue of the 5400,000 
loan to WARD. #4027, and the $400,000 loan from WARD to MFC notes was discussed. He had a vague 
recollection from the conversation that CLINTON was prepanng the note for the $400,000 from WARD to 
MFC. DENTON said that he told CLINTON that the note had already been prepared and executed. He said 
that CLINTON then asked him to send her a copy of the note, or both notes, for her review. 

DENTON said that it was possible that the WARD loan(sl to MFC that he and CLINTON discussed were the 
$300,000 and $70,000 notes that were made after the $400,000 note was replaced, but was not sure. 
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DENTON recalled that during the conversation, ha told CLINTON that there could be a problem with the notes 
as they constituted in effect a parent entity fulfilling the obligation of a subsidiary. He said that his caution 
was "summanly dismissed" by CLINTON in a manner which he took to mean that he was to take care of 
savings and loan maners, and she would take care of legal matters. He said that he also expressed the same 
concern to WARD shortly after. 

DENTON said that he sent CLINTON a copy of the notelsl through an individual named HENRY, last name 
unknown, who worked at MGSL and sometimes acted as a courier. 

DENTON was asked if he knew why CLINTON called him on this marter. He said that he did not, but that he 
was. "reasonably confident" that she was acting on WEBB HUBBELL's behalf. He said that he thought it would 
have been inappropriate for HUBBELL to represent WARD since WARO was HUBeElL's father-in-law. He was 
asked why he thought that CLINTON may have acted on HUBBELL's behalf and he said that he did not know. 
DENTON was asked if he was ever advised by WARD or HUBBELL that CLINTON was an alternate contact 
at ROSE for WARD maners. He said that he did not believe so. DENTON said that with the exception of the 
BABCOCK loan maners. he recalled no other contact with CLINTON on any maner involving MGSL. He said 
that when he first received the telephone message, he may have thought it was in reference to the BABCOCK 
maner. 

DENTON was asked if he was aware whether CLINTON was representing WARD or MGSL/MFC whan she 
contacted him concerning the WARD loans. He said ‘Looks to me like she was representing both." 

DENTON was asked if he had ever dealt with HUBBELL on the maner of the offset loans. He declined to 
answer. When questioned about SANDRA, he said that the only secretary he knew at ROSE was HUBBELL's 
secretary. MARTHA WILLIAMSON, that he had come to know because she was present on occasions wnen 
DENTON went to HUBBELL's office with WARD. He was asked whether any of his visits to HUBBELL's office 
concerned any maner related to MGSL. He said that he was sure that there were some. He was asked if any 
of those visits concerned WARD and MGSL and he declined to answer. 

OENTON was questioned concerning the fact that the page of notes that were apparently behind the telephone 
message appear to have been related to the BABCOCK participation loan that he had previously advised that 
he worked on with CLINTON. He stated that it may have been that he anticipated that the call from CLINTON 
was to concern the BABCOCK maner, but that was not what the conversation was about. He said that he 
believed that he only spoke to CLINTON concerning the WARD loans on this one occasion. 

OENTON was questioned concerning his recollection of this phone call at this ome. He said that after the 
earlier interview, he reviewed a copy of the ROSE LAW FIRM billing records that he had obtained from the 
media. He said that after confirming to himself that there was a bill by CLINTON for a discussion with him 
concerning IDC on April 7, 1986. he gave the maner thought and also reviewed the documents that he had 
retained. 

He said that when he reviewed the documents, he found a copy of the March 31 , 1986 note from WARD to 
MFC that had handwriting on it, dating April 7, 1986. indicating that the note was replaced by a $300,000 
and $70,943 note. He also reviewed two notes dated Apnl 7, 1986 for those amounts that he had left 
handwnnen messages on that said "Replacement notes - 5-5-86 (the $300,000 note!, and "Copies of new 
note - Signed 5-5-86" (the $70,943 notel. 
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He said that he noted that the May 5. 1986 dates match the date of the option for WARD property at 27 & 
28 Holman Acres, the property that secured loan #4027. 

DENTON said that, after reviewing these documents and Qiving the matter some thought, he recalled the 
telephone call with CLINTON. DENTON could not recall where he obtained the copies of the replacement notes 
or who or when they were prepared 

DENTON was asked if he was the loan officer on the WARD loans. He responded that 'Yes, whatever that 
means. I initialed them, they were assigned to me*. He said that every loan had to have a supervising officer, 
and he believed he assigned the notes to himself. 

DENTON recalled that he had introduced WARD to MCDOUGAL, and that within a few days WARD was 
working at the institution, in what OENTON thought was a public relations capacity, but that WARO interpreted 
as evaluating commercial loans and deals. He said that WARD subsequently negotiated the IOC purchase. 

OENTON was asked if he knew how the manner in which the purchase of the IDC prooerty was agreed to. 
He said that it was explained to him by LATHAM and MCDOUGAL that the purchase was too big for MGSL 
to purchase at the time that the deal was made because of a limitation on investments by MGSL in a 
subsidiary. He said he had been aware of some limitation, but knew no specifics. 

OENTON was shown a copy of examiners notes dated Aohl 30, 1986 that indicated that the examiner had 
been told by LATHAM that an Arkansas regulation limiting direct investments in service corporations was in 
effect, but had been waived. He said he had no knowledge of a waiver or of LATHAM claiming that MGSL 
had one. 

DENTON said that he had believed that the IDC purchase, which came to be referred to as CASTLE GRANDE 
within a few months, had the potential to be a successful development. He said that it had the advantage over 
the earlier MAPLE CREEK development of having an infrastructure in place, and that he thought that 
MCDOUGAL had the resources to make it work. 

DENTON said that it was his understanding that WARD was acting as a 'nominee* purchaser in the acauisition 
of the IDC prooerty, acting on behalf of the institution and carrying the property at no risk. He was asked 
what he meant by a nominee purchaser and said that he considered it a person who was a nonrecourse buyer 
that stood to gam by selling the purchase back to the institution. 

DENTON was asked about the consummation of the IDC sale to MFC and WARD. He said that he might have 
known that the purchase was to be divided between MFC and WARD, but that he recalled that, up until or 
shortly before the closing, he believed that MFC was making the entire purchase. He said that he believed that 
he took a single draft to the closing to pay for the property. DENTON said that, had he known earlier that 
WARO was making part of the purchase, he would have taken a check in WARD'S name to the closing. He 
said that the transaction was booked by a debit to cash arrangement and that it was a week or ten days before 
Loan #2962 was made to WARD for his portion of the purchase. 

DENTON said that he was sure that he prepared the note that was loan #2962. He said that he was suoplied 
the language on the note. He was asked who supplied him the language and said *1 decline to answer.” 

OENTON was shown an Assignment dated September 1 3, 1 985 by which MFC assigned the nght to purchase 
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the property north of 1 45th Street and the sewer and water assets to WARD. DENTON said that he believed, 
but could not say, that the assignment was backdated. 

DENTON said that he was aware at some point after the loan #2962 was made that there was an 
undocumented understanding that the proceeds of sales of WARO owned property were to be applied against 
the note. He said that he also came to understand at a later date that WARD was to receive commissions on 
the sale of IOC property. 

DENTON was Questioned about the payoff of loan #2962 to WARO. He said that he believed that the 
purchase was "MADiSON's deal* and that it was to their benefit to get the investment off of the books as 
soon as possible. 

He was asked if he knew why the transactions that financed a large part of the loan #2962 payoff, the 
CASTLE SEWER ANO WATER and FULBRlGHT purchases, were done on February 28. 1986. He said that ‘I'm 
sure it was the urgency of the examiners*, and said that he was told so by LATHAM. He said that he was 
told that he was to get ready for a rash of transactions, involving DEAN PAUL. FULBRlGHT, and CASTLE 
SEWER AND WATER on February 28, 1986. 

DENTON was asked if he was told that an examination was to commence after February 28. 1986. He said 
that when he was told to get transactions closed, he did not need to be told that an examination was to 
commence. 

DENTON was asked why a loan (#3359) was made to cover the approximately $70,000 deficiency that was 
left on the loan after the application of the CASTLE SEWER AND WATER and FULBRlGHT proceeds, as 
opposed to applying some other source of funds. He said that they *..did. a piece of paper. Poof.* 

DENTON was shown a copy of a page of notes made by FHLBB Chief Examiner JAMES CLARK dunng the 
1986 examination. Paragraph 2 of the notes concern information CLARK received from a person(s) at 
MGSL/MFC concerning the option. The notes indicate that CLARK was told that MFC had committed to 
purchase property from WARO (by description the 22.5 acre parcel at Holman Acres), but that WARO had 
another buyer and would not consummate the sale because of tax considerations. The note indicated that an 
option was to be prepared to replace a note. The notes also indicated that a loan to WARD was unconnected 
to the option. It also indicated that a $400,000 loan to WARD had been canceled, and that two notes totalling 
$370,000 had been executed to guarantee the purchase of the real estate. It further indicated that no cash 
had changed hands on the note. CLARK's notes indicate that he requested a copy of the option when it was 
done. 

Another note at the bottom of the page, made by FHLBB examiner DARLENE FORD, indicated that on April 
29. 1986, she had spoken to DENTON and was told that the option was not yet prepared, but that he would 
provide a copy when it was available. OENTON also reportedly indicated that the notes would never be 
funded. 

OENTON said that he was certain that the information reoorted by CLARK did not come from him. He said 
that, contrary to the notes, there was no deed involved in the option transaction. He also said that he did not 
recall any tax issues in the matter. He said that he believed that a statement about the tax issues would have 
come from WARD. LATHAM, or GREG YOUNG. 
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DENTON said That he did not recall ever discussing the option with CLARK. He said that he recalled discussing 
only one matter with CLARK, and that matter involved mobile homes supplied to the CASTLE GRANDE 
development by CASTLE INDUSTRIES. 

DENTON said that he had no specific recollection of the information reported in the FORD notes. He was 
asked if it was oossible that he had provided the information in the notes to someone else who then passed 
it off to the examiners. He said it was possible, but that he did not believe so because the information was 
incorrect. 

OENTON said he had never attempted to conceal documents from the examiners. He said that he had no 
knowledge of documents being discovered in a desk drawer by examiners. 

Concerning the reported delivery of the option and signed and unsigned copies of the September 24, 1986 
WARO/MCDOUGAL agreement on the purchase of CASTLE GRANDE being delivered to him on July 11.1 986. 
DENTON said that he was sure that it was the unsigned copy of the letter 'that he received first, and believed 
that he received a signed version later that day. Among the documents provided by DENTON was an unsigned 
copy of the agreement that he had marked as received as received on July 14, 1986 from ‘Seth.* Another 
document provided by OENTON was a July 14, 1986 memorandum to LATHAM concerning his understanding 
of the commissions and notes to and from WARD. 

Beyond those agreements between WARD and MGSL/MFC discussed, DENTON said he was aware of no 
others. 

OENTON said that he had no knowledge that the delivery to him of the documents on July 14, 1986 had any 
connection to the resignation of the ROSE law firm from MGSL matters on July 14, 1986. He said that he 
had not known of the retainer agreement at that time. 

OENTON was asked whether he was aware of any work that the EDWARD G. SMITH & ASSOCIATES 
engineering firm did on the CASTLE GRANDE proiecT. Ha said that he believed that the firm did some work 
on the CASTLE SEWER ANO WATER proiect. 
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letter, as required by the Right to Financial Privacy Act, 

12 U.S.C. 5 3412 ( fj 

The^n format ion pertaining to this matter may have been 
erived from the fi nancial reco rds of customers or' 
federally J^stired financial institution^^ I hereby 
certify / that (A) there is reason to believe that these 
rec£*rds may be relevant to a violation of a federal 
riminal law, and (B) the records were obtained in the 
/exercise of RTC's supervisory or regulatory functions\ 

fcefierrals for money laundering and other financial crimes miy 
llgo be made in this manner to components of the Treasury Depart 
nerlt (e.g., the Secret Service). In cases of referrals to gthef 
federal agencies, the Legal Division Criminal Coordinator should 
a consulted to ensure compliance with the other requirements />f 
the Right to Financial Privacy Act. 


Copies of, significant criminal referrals should .also be sent to 
the Off\ce\>f Investigations, Washington, IjfTc. Sig nificant 
referrals 'tfre those which qualify to become "major" cases under 
DOJ guidelines: (1) Loss due to apparent criminal conduct is 

$100,000 or more? (2) The apparent criminal conduct involves a 
iirector, officer, professional (e.g., attorney or accountant), 
Dr shareholder of the institution; or (3) Other compelling rea- 
sons (e.g., the apparent misconduct is part of a patterh or 
practice involving other financial institutions or the sdh^gsgr 
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MEMORANDUM 


TC : Whitewater cr cup 

FROM . Ha re Id Ickes 

DATE: 10 January IS54 

RE: Assignments 



Talking points { ccur.set/MW) 

C&-A (counsel /EL/MW, 1/5 : 

1-2 page argument why nc special counsel counsel, MW) 

History c: special counsels/ independent counsels — 
v counsel, 1/5) 


" Chronology " (cour.se 
Cp ec piece (counsel 


EL, MW) 




EL, MW 1/8)' 


^/V^‘ 


Response to Satire piece (cour.se 

Memo cr. independent counsel scat' 

Synopsis cf Wr.it ewa ter/ Madison G 
( counsel , EL. MW, 1/7) 


MW 


(counsel 1/S) 
a.nty matter 


11. Memo re statute cf limitations ter civil actions 
(counsel - assigned 1 / 3 * ) 

12. Review, cr. daily basis, all articles from xa^cr 
newspapers and statements made cr. major electronic 
media re Whitewater ar.d prepare memo to be promptly 

• — r.: ^rvv *r«r_ m ■".« rrmm -^gaTvrg • rarmiracies etc . 

(counsel. EL, MW) 


.2 . Contact select members cf Congress about public support 
“PS7 1 1 


ir.ese cates reier to tr.e cate 


era r t cccumer.t . 


Indicates dace the ass icnme.oc was made. 


S 029760 
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-■t Research issue cf whether then Governor 
political or ocher pressure to see chat 
a rant y be given special consideration 
. MW - assigned 1/7} 


Clinton used 
Madison 
(counsel. 3L. 


Reference m 1/8 press that Chris Wade. Arkansas 

- - ~ ^ - has document re Whitewater, but won't release 

- r - - - - 3 — "rcciccnt — 11 inter, asks — fen — trrerrr— to be released 
(MW - assigned 1/8) 


Memo re failure to take deduction on tax return for 
Whi t.ewat_er_ losses (MW - ass_ugned_ lZdL. .. . 


S 020761 
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RTC officials have again contacted this" office - following an 
FOIX request upon them by some member of the Little Rock media. 


RTC' s contact with us waa to determine the position of this 
office regarding their response to the FOIX request. Specifically, 
RTC wanted to know if a production of referral documents would 
affect our investigation. 


The purpose 
confusion. 


of this letter is to clarify any possible 


V\ 

Second, 


we have 


Fiirst, we have no investigation ongoing, 
inf ormed\ BTC of this and further suggested they should follow the 
appropriate FOIX lav in responding to the request. J I 'believe this 
RTC Inqui r y makes it appropriate for m e tn adviae yoU as to the 
present statue of the above referral. \ 


Our position as related in the enclosed letter of October 16 
is self-exp lanatory. Xs previously i ndicated, — iz — sea m s' prudent 
that a limrted preliminary investigation of allegations pertinent 
to Mr. land Mrs. McOougal and Ms. Xnspaugh should be considered. 
The taking of 302 's from these individuals should determine whether 
there is; merit to substantiate further investigation. 

Li 


-?cM Q 
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Ms. Dcr_r.a Hannesar. 
Page 2 

January 27^_ 199 3 


I believe this attic* has a conflict of interest in conducting 
an investigation or^prsrmenting irr--^dictasnt \gainst these 
individuals. Previous prosecution of Mr^McOougai and two other 
defendants rasuj^id in a not guilty verdict. ^S^veral\allegationa 
suggesting political prosecutions vers made during \the trial. 
These were p^ently false but a second invsstigatlon/prosecution 
could easily give the appearance of inappropriate\aotivation by 
this office. \ \ 

I would appreciate and expect that any decision of 
investigation, indictment, prosecution or declination be the 
responsibility of the Department of Justice. I have Jresigned ay 
position as United States Attorney effective March 1, 1993, and am 
separating service with the Department of Justice that date. i 
will be, happy to transfer the RTC worJcpapers or aaJce them available 
for your review. 

Best Regards, 





CKXrLLS A. -HAKES 
United 


C3/bw 



I 

i 

I 
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Memorandum 



Tm 


/ 

SAC, LITTLE 


SSA STEVEN D. IRONS 


/1/93 



THOMAS W. ANDERSON; 

BTAL 

FAG-S3A 

.00 : LITTLE ROCK 


Cn 9/24/93, a meeting waj held to discuss captioned 
matter. at the United States Attorney's Office (USAQ) , Eastern 
District of Arkansas (EDAR) - Present iron the USAO were/ United 
States Attorney (USA) PAULA CASEY, Assistant United States / 
Attorney (AUSA) MICHAEL JOHNSON, Chief of the Criminal Section, 
and AUSA FLETCHER JACKSON. Present from the Bureau were ASAC 
WHITEHEAD, SA REIGN, FA HALL, and writer. / j 

\The^*eeting wae held to accomplish two objectives. The 
USA wanted ^toMetemine if she would have to reedae herself from 
the matter due to her close friendship with^UTM GUY TUCXERNSETH 
WARD , and STEPHEN SMITH. The Bureau wante d to voice Its _J 
object icn to t Be/ manner in which AUSA JACXsun was limiting its 
investigative efforts, conducting investigation on hia cwn, and 
to preas for all documenta of Madison Guaranty Savings and Loan 
(MCSL) to be obtained from Che Resclutica Trust Corporation 
(RTC) . 


After hearing the estimation of both writer and AUSA 
JACXSCN on the involvement of TUCKER, WARD, and SMITH, USA CASEY 
advised she would have to recuee herself and only had to decide 
the best time to do so. She referenced claims made by subject 
DAVID HALE in media outlets that she was being uni air due to her 
political or ocher af filiations. While she resented \thoae 
accusations and realized recusing herself might be misinterpreted 
by some as giving merit to HALE'S accusations, CASEY) £\elt she 
must not hesr any dstaila concerning the above individuals. 
However, shfr- saw no -im media t e u s cd -t o -p ubll c ly adv ise o& her 
recusal and preferred to wait until s more opportune tiros from a 
public • relations standpoint. AUSA JOHNSON also diecuased\the 
possibility the Department of Justice would take all or part of 
the case due r.n_ the men t lor, -of.. BILL CLIN-TCN by . RAIL, J 


SDI/sdi 
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/ Y'/O 




suqp'S.t.k r:c .% 

tnatnai Du Cruu 
Rotooeg TVi Ctarutua 


Occober 1J, 1993 


/ 



Ms. Dxinns Hanneaun, Ethios'Trograin Manager 
£jtequci.v« Office foc^O'. S. Attorneys 
□eparraent Of Jupcice, Room 1643 
10th & Pennsylvania, N. w. 

Washington, C. 20530 

**/' C^?^| G S*J* nC, ’. S4Vlnq ‘ ‘ Loin - Arxinftt \ 

/ Criai n*l R.ferr.l. >un» lt «a By cn. Resolution TrM.c Corpoc.tion 

' Tear Donna; \ 

On cyi B..1. of our ree.nt convection, .nd per your r.ou..c co -«c.\v. -L 
or the craniait'ai i. r r.r. , 1 to .eceive capiat 

730CR0190 
7 30CR0 19 2 
730CR019S 
7 30CR0 196 
73OCRO190 
7 30CRQ 19 9 
730CR0203 
730CR021G 
730CR0211 

Attached to each copy of Che transmittal leccer for each refar-a/is 
t^T^ u*Z CZ \° n “ concainea w ^hin che body of Che referral ai^it wu 

\ 

any 




che actual 
suomict ed 


1 f you have 


J 


* oreqoina oleaia ^nor 0 ^ ° r req ' Jirc 4£ *diciona 1— ^uroninrcion regaraing che 
.oregoing p^ea.e do not hesitate co concacc roe ac (016) 960-7237 or i # t 

'c^o -!^ S r UP<#rVL30 ^ Invest igacor Lee Au.en ac (816) 960-7243 c'rL. 

‘ cr *°' .'teid Investigations Office ac ( 016) 968-7212 . 


Very truly yours. 

\\ ^ \ 

L . e+jr' Lewis 

Senior Cruiinal investigator 
Kansas City Office of Invest igac ions 


“. aj - c;, * r:a locio/ Field Invest igaciona Officer/KCO 
lee Auaen/Superv isory Invest igacor /Cr unmat Inve.ci 


qaciona/KCO 


V 


JQQO Kican SrrB&t Su/te 200. Kansas CJtv. Missaun. 1 12, (8 M15J J-22I2 


n in ? 1 1 
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1 RPTS BLAZEJEWSKI 



19 

20 The deposition in the above matter was held in Room 714, 

21 O’Neill House Office Building, commencing at 10:10 a.m. 
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112 


Investigators which would warrant the initiation of a criminal 
investigation. 



what you did to r^vj^ew the referral? 
t looked at the Mark MacDougall memo and 
-jack ^eeTreyr-^that had be&n written by Jack 


looking 


think that or do you recall actually going 

pahi< 


the exhibits that accompanied \the 



A No. The exhibits that accompanied the referral were 
noit in my office, I don't believe. 

Q How long would you say you took to complete your 

I have no recollection. 

After reading the documents frojrf the Department of 

did you discuss them witlv-^hyone in your^office? 

| 1 

With Michael Johnson I am sure. 

I am handing you now a copy of Mr. Keeney's memo 
that you just referred to as well as a copy of 
Mr. MacDougall's memorandum. I don't know where the 
difficulty with the copying Bates stamp numbers comes in so I 
"'will identify this document as a March 19 ^memorandum to 

L ■' \Y 

Douglas Frazier from John Keeney on top of what is called a 


Derpa. 


ft:nipnt. of Justice executive secretary 


itrol data sheet 


with a^Bates stamp number of 006677 and a five-page document 
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LIS- Dcpartrnt^” r Jusiicc *rr 2 

Office of the Associate Attorney Genetd”"^ . 



v x£ting assistant attorney general 

FOR CRIMINAL DIVISION 


FROM: 


SUBJECT: 


Webb K 


^bell fft~ 


Recusal 

\ 


/ / 


This nenorancun will ccnfira prior discussions T^had /with 
Irv Nathan regarding any pending natter dealing wipft Madison 
Guaranty Savings and Loan or Mr. & Mrs. Janes McDcugai. ^aa 
recusing ayse'lf iron any natter regarding th^at^ ^ 

Upon further x thought and consultation with David Margo lis, I 
""believe that the Office of the Associate Attorney General * should 
be recused on any of these natters, and I will instruct ay staff 
that we are ail recused; even though it is very unlikely that any 
of then would be contacted or consulted. 


Irv Nathan 
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THE WHITE HOUSE 


WAS H I NGTO N 


January 29, 1996 


BY HAND DELIVERY 


Robert J. Giuffra, Jr., Chief Counsel 
United States Senate 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters 
534 Dirksen Building 
Washington, D.C. 20510-6075 

Dear Bob: 


I am transmitting with this letter additional White 


House records (Bates Nos. S 020292 - S 020320, S 020391 - 
S 020416) responsive to the subpoena received by the White House 
from the Committee on October 31, 1995. Documents S 020292 - S 

020310 are handwritten notes of Mark Gearan. 


Pursuant to the Committee's Security Procedures, we 


request that these documents be treated as "Highly Confidential." 
We would appreciate the opportunity to discuss with the Committee 
the basis for our reauest in the event the Chairman and Ranking 
Member consider redesignating any of this material. 


Please feel free to call me if you have any questions. 


cc: Lance Cole 

Democratic Deputy Special Counsel 


Sincerely yours 



Jane C. Sherburne 

Special Counsel to the President 
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THE WHITE HOUSE 

WASHINGTON 


February 20, 1996 


By Hand Delivery 


The Hon. Alfonse M. D'Amato, Chairman 
The Hon. Paul S. Sarbanes, Ranking Member 
United States Senate 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters 
534 Dirksen Building 
Washington, D.C. 20510-6075 

Gentlemen: 


On February 15, 1996, the Committee requested all notes 
that may have been kept by Deputy Chief of Staff Harold Ickes of 
Whitewater response group meetings that he ran in early 1994. 
Other than the memoranda titled ' "Assignments" (S 020819-20 and 
S 020888-89), Mr. Ickes did not retain notes that he may have 
taken at these meetings. 

In the course of searching for this material, however, 
over the weekend we located additional documents responsive to 
the Committee's October 30, 1995 subpoena. This material is 
enclosed ard identified as Bates S 020789-903. Two of the 
documents among this material had been provided by Mr. Ickes to 
the Counsel's Office in March of 1994. Unfortunately, in the 
course of our review, we mistakenly overlooked them. (S 020789- 
794.) 


As to the remainder of the material produced today, all 
from the early 1994 period, Mr. Ickes was under the mistaken 
belief that this material had been provided to the Counsel's 
Office and his private counsel in March of 1994. As a result, 
this material was not identified by Mr. Ickes in response to this 
Committee's October 1995 subpoena. 

We regret that we failed to identify this material 
sooner. In order to be able to assure ourselves and the 
Committee that there has been no other oversight, we have 
undertaken to verify that all relevant documents provided to the 
Counsel's Office by White House staff beginning in March 1994 
have been reviewed and produced to this Committee if responsive. 
Further, we are confirming that White House files of certain 
former White House officials have been reviewed. We are working 
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The Hon. Alfonse M. D'Amato, Chairman 
The Hon. Paul S. Sarbanes, Ranking Member 
February 20, 1996 
Page 2 


to complete this verification quickly and, in the event we 
identify any other documents, we will provide them to the 
Committee promptly. 

Among the documents produced today are two lists of 
material maintained by Mr. Ickes (S 020849-850 and S 020899-900). 
Most of the material referenced on these lists already has been 
produced to the Committee. We have included with this production 
the few items on the lists that are responsive and are not 
identical to documents that have already been provided. We 
believe the remainder of the material is not responsive to the 
Committee's subpoena. However, if you have any questions about 
the redactions or the material that we determined is not 
responsive, I am willing to review that material with you or your 
staff at your convenience. 

„ Finally, Document S 020817-818 contains a notation in 

the President's handwriting, which we have redacted. The 
notation reads: "Mack GS Gergen Gearan Ickes BL - I wish he were 

ere all the time!” As we have done previously, we are happy to 
show you or your staff an unredacted copy. 

Pursuant to the Committee's Security Procedures, we 
request that all of these documents be treated as "Highly 
Confidential.” We would appreciate the opportunity to discuss 
with the Committee the basis for our request in the event the 
Chairman and Ranking Member consider redesignating any of this 
material. 


Please feel free to call me if you have any questions. 


Sincerely yours. 



Jane C. Sherburne 

Special Counsel to the President 


Enclosures 
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March 1, 1996 


Robert J. Guiffra, jJr. 

Chief Counsel j 
United States Senate Committee 
on Banking, Housing and Urban Affairs 
Washington, DC 20510-6076 


twin i 
L0MDOM 
kum 
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Re: j Document Production of Bruce R. Lindsey 

Dear Bob: j 

i 

This letter is to supplement this firm’s letters to you of October 24, 
1995 and November 2, 1995 regarding your document request to our client, Bruce 
R. Lindsey. 


Following a recent Senate Committee hearing in which questions were 
raised as to whether a January 10, 1994 memorandum from Harold Ickee was 
copied to other White House officials and whether they had produced their copies of 
such document iniresponse to the Committee's request, Mr. Lindsey and this firm 
undertook a review of all our prior document productions. With respect to the 
January 10, 1994 memorandum from Mr. Ickea, we found that an identical copy of 
the document produced to the Committee by Mr. Ickea was in Mr. Lindsey's White 
House files and had been produced by Mr. Lindsey to the White House Counsel’s 
office in January 1995 for review with regard to executive privilege and other 
issues. 

In the course of thia review we have identified two other documents in 
our files which inadvertently were not produced to you or the White House 
Counsel’s office earlier and which are attached. First, while Mr. Lindsey previously 
informed your committee that he did not recall taking any notes at a November 5, 
1993 meeting with David Kendall and other counsel for the President, our recent 
review has located some very brief handwritten notes, set forth as Attachment A 
hereto, which MrJ Lindsey did write at that meeting but did not previously recall 
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Hogan at HAKiscrr 


Robert J. Guiffra 
March 1, 1996 
Page 2 


Aa you will see, these brief notes are completely consistent with the testimony of 
Mr. Lindsay and cithers, and the Kennedy notes of the same meeting presented to 
your Committee about that meeting. 

In addition, the document set forth as Attachment B hereto was also 
just discovered by] us and we understand represents Mr. Lindsey's handwritten 
notes of conversations with Bill Kennedy and Jim Lyons in the fall of 1993, which 
were precipitated by a preaa inquiry. The first seven lines of these notes reflect 
what Mr. Kennedy informed Mr. Lindsey that Mr. Randy Coleman had said to Mr. 
Kennedy in a telephone conversation. The next two lines reflect diarumirm between 
Mr. Kennedy and Mr. Lindsey. The last four lines relate to a separate telephone 
conversation between Mr. Lindsey and Mr. Lyons. Again, I understand your 
committee has heard testimony regarding what Mr. Coleman asserted to Mr. 
Kennedy, and these recently discovered notes are completely consistent with that 
prior testimony. We do, however, regret that the attached documents were not 
identified and produced to your Com mi ttee earlier. Mr. Lindsey would, of course, be 
prepared to respond to any questions you may have about those matters, 
j 

We Have not produced, of course, attorney-client privileged documents 
reflecting either Mr. Lindsey's communications with firm, or his attorney-client 
privileged communications with private counsel for the president. 

I 


Sincerely yours. 



oc: Lance ColeJ Esquire 

Democratic! Deputy Special Counsel 


Jane Sherburne, Esquire 

! 

ARS/lsw 

Enclosures 
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THE WHITE HOUSE 
WA s M I NGTO N 


\ 



January 17, 1994 


MEMORANDUM FOR HAROLD ICXES 

DEPUTY CHIEF OF STAFF 

FROM: W. NEIL EGGLESTON 

ASSOCIATE COUNSEL TO THE PRESIDENT 

RE: STATUTE OF LIMITATIONS IN ACTIONS BROUGHT BY THE 

CONSERVATOR OF A FINANCIAL INSTITUTION 


There has been substantial discussion by Republican 
Member s of Co ngres s about ' the statute of limitatio n^ to recover 
against those who may have committed a tort or breach of; contract 
involving a financial institution that has since been taken over 
by the Resolution Trust Corporation ("RTC") . j 

^ Title 1 12 , — U nited States C ode; - Section 1 -44-la, was 

amended by the Resolution Trust Corporation Completion Act, 
signed by the President on December 17, 1993. (A copy of the 
pertinent section of the amendment is attached.) • j 

That Act extended the statute of limitations from three 
to five years for torts committed against financial institutions 
that have been taken over by the RTC. Thus, the RTC must bring a 
tort claim within five years after it was appointed a conservator 
or receiver. 


\ 

For the purpose of the extension of the 'statute of 
limitations, the Act defines a tort claim as "a 'claim arising 
from fraud, intentional misconduct resulting in unjust 
enri chm e n t-; — o r - int en tional - aiscond u ct - r es ul -triRg-^ in substantial 
loss to the institution. " (This definition is narrower than the 
traditional definition of a tort.) \ 

\ 


^ rne stature of 

claims is six years after the institution was taken over by the 
RTC. 12 U.S.C. Sec. 1821(d) (14) (A) (i) (I) . 


iiiiiiiiniiiiii 

S 009908 
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Madison Guaranty was taken over by the federal 
government on or about March 2, 1989. As a result of the new 
Act, if the RTC sues on a covered tort claim, the action must be 
brought by March 2, 1994. Without the new Act, the statute of 
limitations for all tort claims would have expired on March 2, 
T:992. If the RTC sues on a contract claim, the action must be 
'brought by March 2, 1995. » . 

• \ 

— The type of action brought against out siders in 

financial Institution cases is usually a' tort clairn^ 

The statute of limitations for criminal violations 
involving a financial institution is ten years from the date the 

crime, occurred. — 18 U. S . C.~ Sec. The -date that the 

institution was taken over by the government is not relevant to 
the computation of the criminal statute of limitations. 


W.N.E. 


cc: Bernard W. Nussbaum 





I 






\ 


\ 


\ 

\ 
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103 P. L. 204, *3; 1993 S. 7141 
107 Stat. 2369 


(3) Competitive bidding. — The Administrator of General Services, In 
compliance with regulations of the Resolution Trust Corporation, may bid on 
property described in the notice required under paragraph (1) that is otherw 
subject to competitive bidding. 

c *4 I sec. 4. EXTENSION OF STATUTE O F LIMITATIONS. 

(a) \ln General.— Section 21A(b) of the federal Home Loan Bank Act (12 U.S 
144 la (b)) is amended by adding at the end the following new paragraph: 

j 

; "(14 ^Extension of statute of limitations. — 


—9 "(A) Tort actions for which the prior limitation has run.— 
"(i)-In--qeneral. — In- the case-of- any- tort- claim— 

"(I) which is described in clause (ii); and 

"(II) for which the applicable statute of limitations under sect 
ll(d)(14) (A) ( ii) of the Federal Deposit Insurance Act has expired before the 
date of enactment of the Resolution; Trust Corporation Completion Act; 

the statute of limitations which shall apply to an action brought on such 
claia-by the Corporation in the Corporation's capacity as conservator or 
receiver of an institution described in paragraph (33 (A) shall be the period 
determined under subparagraph (C). / J 

. C laims describ e d . — A t or t c laim ref e r red in clause (i ) (I) 

with -respect to an institution described in paragraph (3) (A) is a claim aris 
from fraud, intentional misconduct resulting in unjust enrichment, or 
Jgitentional misconduct resulting in substantial loss to the institution. 

i r{K) Tort actiona for which the prior limitatiorTliae not run. — 

"(i) In general.— Notwithstanding section 11(d) (14) (A) of the Fede 
^Deposit Insurance Act, in the case of any tort claim — — 


/ 


"(I) which is described in clause (ii); and 


"(II) for which the applicable statute of limitations under sect 
11(d) (14 ) (A) ( ii) of the Federal Deposit Insurance Act has not expired as of 
date "Of enactment of the Resolution Trust Corporation^ Completion Act; 


the- statute of limitations which shall apply to an- action brought on such 
claim by the Corporation in the Corporation's capacity as conservator or 
recelver"~o f an instituti o n describ e d i n ,. p aragraph (h . y fA) shall be the period 
determined under subparagraph (C). \ 


••(ii) Claims described. — A tort claim referred to in\clause^( i ) ( I ) 

from gross negligence or conduct that demonstrates a greater disregard of a 
of care than gross neqligence, including intentional tortious conduct relati 
to the institution. 
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103 P.L. 204, *4; 1993 S. 
107 Stat. 2369 


714 ; 


"f "(C) Determination of period. — The period determined under this 
l^*r“of-- * *" y CUU t0 Whicfl ■ ut) P 4ra, 2 r ®Ph (A) or (B) appll.s e t> aU o. 

. • _/ <l) th * 5 ’ y * ar Period beginning on the d*te the claim accrues r*c 

detained pursuant to section ll(d)( 14 )(B) of the Federal' Deposi insurance 

i \ "(ii) the period applicable under State law for such claim. 

; V, / 

; "(D) Scb~Fy~Ul applic ation. - 1 3ubpai a g ra p ha — (,\) and-fB) shall njt »nr,u 

undar^subsaction ^ ^ ° f terainatlon of Co-rporaJ 

inserting -(other than a clai. which Is suhjeit to sicilon of Le 

Federal Home Loan Bank Act)" after "any tort claim”. «A(»M14) of the 

£**1 sec - 5 * LIMITATION ON BONUSES AND COMPENSATION PAID BY THF 3T r Iim 

THRIFT DEPOSITOR PROTECTION OVERSIGHT BOARD. * TC ^ 

. ? n Cene 5 a 3* —Section 21A of the Federal Home Ijoan Bank Act '12 U <* r 

thi^ a ^? amended by adding after subsection (w) (as added by sectio^ 3 (a) oj 
this Act) the following new subsection: n J ' a) 01 

"1*1 Li mitation on Exces sive Compensation and Cash Awards; 

"(1) Establishment of performance appraisal system reauimd t*. 

.Corporation ^bs^treate^as an agency for purposes of sections 1302 and 


(,2 s ) Procedures for payment of cash awards.— 


I 


United 


In general.— Sections 4502, 4503, and <505a of tin* « 
Statee-Code, shall apply with respect to the Corporation. 

.. "(B) Limitation on amount of cash awards. — Por purposes of detaraim 

the amount of any performance-based cash award payable to any employee of th 

^i2 r oai°of U r? er S T i0n 45 ? 5a ° f title 5 ' 0nite « States tir^oSnt^ 

basic pay of the employee which may be taken into account under such section 
shall-^ot exceed the amount which is equal to the annual ra?e of blsic^i 
payable for level I of the Executive Schedule. t oi oasxc pay 

other f; ash awards and bonuses prohibited. —Except as provided 
r ^ h " VnTTl ^ bonus nR Y h " aade to an y employee of P tho 

"(4) Limitations on cash awards and bonuses. — No enclave* oaH rpaeiv 

S Y t^ke^ ^T^sft 1 on^n 11 ? ^ intent to re 

bo take a position in the private sector before the payment of such cash awa 

or bonus or accepts employment in the private sector not later than 60 days 
«ft«_.receipt ot such award or bonus. ou aaya 
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Copyright 1994 Cable News Network, Inc. 

All rights reserved 
CNN 

SHOW: NEWS 6:06 pm ET 
March 8 , 1994 
Transcript # 699-1 


TYPE: Package 
SECTION: News; Domestic 
LENGTH: 795 words 

HEADLINE: Clinton Appoints Cutler in Rambling News Conference 

GUESTS: Pres. BILL CLINTON; LLOYD CUTLER, White House Counsel; Sen. ROBERT DOLE. 
(R-KS) ; 

HIGHLIGHT: 

Pres. Clinton's appointment of Lloyd Cutler at an extended news conference shows 
a new aggressive strategy by the president in defending himself against charges 
in the Whitewater scandal. 

BODY: 

JUDY WOODRUFF, Anchor: President Clinton turns to a White House veteran for 
help . 

FRANK SESNO, Anchor: Can Lloyd Cutler calm the critics and answer the many 
questions surrounding what's known as Whitewater. 

WOODRUFF: Thank you for joining us. President Clinton has made it official. 

Less than two hours ago, as expected, he announced that he had selected veteran 
Washington lawyer and political insider Lloyd Cutler, to take over the 30 b of 
White House special legal counsel and, to help handle the growing controversy 
over the Whitewater affair. The appointment comes just three days after Bernard 
Nussbaum was pushed out. We get more from our Senior White House Correspondent 
Wolf Blitzer who }oins us now. Wolf? 

WOLF BLITZER, Senior White House Correspondent: Judy, early in is administration 
when he found himself in trouble, the president turned to Washington insider 
David Gergen. Today he turned to another Washington insider to help him get 
over the Whitewater mess. 

President Clinton named veteran Washington lawyer Lloyd Cutler, his special 
counsel, playing down the latest disclosures of previously unreported contacts 
between White House officials and government regulators on the Whitewater 
investigation. 

Pres. BILL CLINTON: 3ased on what we know now, and remember I asked everybody tc 
go find out everything they could find out. Any contacts were incidental and 
were follow up conversations which had nothing to do with the substance of the 
RTC investigations. 
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B LI TZE R: Following the forced resignation of White House counsel Bernard 
Nussbaum, the president reached out to the 76 -year old Cutler as Dart of a 

his t presidency t * COn " 01 anxious Co r«cor e P =on£?den=e in 

CLINTON: In short, I wanted a Lloyd Cutler kind of lawyer So I iust 
decided I would go to the original first and see how I coultfdo. 3 

LLOYD CUTLER, White House Counsel: In government as in other asDects of lif- 

"an to assure'that St”^ if mainPain^ 1 ^' 1 Pledge mySelf C ° d ° 

His T primary t miss ion ttlWl o^/^h^e^ew^! 

Independent of mo ^ e g ^ and 3 ur V subpoenas and Congressional hearinas. ln9 C * 
£e«ino d chev could 1 , nH bSrt Flsk ' haS urged Con 9 ress hoc Co hold hearings, 
pressing ahead! undermine an V =«“al invescigacion. Buc Republiolns are 

Clincon ^oncinue^co SL^e^Sa^ Whi “ H ° USe «»* -r. 

wh:rcS“ican%^op!e n «e b !ij:r!sc C e“i bhe POUCiC3 ° £ P " S ° nal d — cion is 


thifstorf ^ Ho Y se ' officials say they're confident the president will weather 
nothing to'hidp 9 ^j u dy? CO ° Peratln9 WlCh Fisk and showing the White House has 

ESS^^rii ?lolls a l?£ a ^ b al£ an 

was going to end it f or him n v, A ~ ' L -ranKiy thougnt , someone 

hide, si chere “ *“ ^ n ° Chlng “ 
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“«5;?h a i Ktraordiaary exchange in more waya than ° ne - au ^ 9 ^. 


t h. T »vfh=! d i" 9 te ? C baa been Professionally transcribed. However, although 
di. 1 - be ! n chec)ced a 9 a inat an audio track, in order to meet rigid 9 
tap<j rlb C1 ° 3nd transmlsslon deadlines, it may not have been proofread against 
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6TH STCRY of Level 1 printed in FULL format. 

Tne Associated Press 

The materials in the AP file were compiled by The Associated Press. These 
materials may not be republished without the express written consent of The 
Associated Press. 


April 22, 1994 , Friday, 3C cycle 


SECTION: Washington Dateline 

LENGTH: 10361 words 

BYLINE: By The Associated Press 

BODY: 

Text of first lady Hillary Rodham Clinton' s news conference in the State 
Dining Room of the White House Friday: 

Are we ready? Well, let me tuar.K ail of you :cr coming. I know this is a busy 
day. It got busier than I thought it would when we first made this decision 
early this morning, and I appreciate your gathering. Z have in the last couple 
of days wanted to do this, and in part because : realized that, despite my 
traveling around -the country ar.d answering questions. I did not really satisfy a 
lot of you m having your questions asked and answered. And last week, I think 
it was Helen said, "I car.'t travel with her, sc r.cw can I ask her questions?" 

So, for that reason, we are here. 

And, Helen, you cet the first question. 

Q: Since Whitewater has brer, in the news so much. I feel it's fair to ask you 
the same question I put to one president some t.me ago, and you are a 
co-partner. Do you know of any money that could nave gone from Madison to the 
Whitewater project or ar.y otrer husband’s coiit-tal campaigns? 

A: Absolutely not. I do not. 

Q: Mrs. Clinton - 

A: Yes? 

Q: Actually or. the save men*. with your tonne di ties profits, it - you know, 
it is difficult for a layman. a..d probably for a lot of experts, to look at the 
amount of the investment and th-s sire of the profit. I mean, is there any way 
you can explain how you - 

A: Well, I car. certain./ tel. you wr.at happened, and I appreciate your asking 
me about it, because I've tried to follow tne atoour.tmg in the press about it, 
and I want to explain as tlearly as I car. wr.at .rcurred. 

Back m 19?6 in Octooc. , one of our rest friends, Jim Blair, who had been a 
friend of my hus::ar. c's art -me for seme time, -alked to me about what he 
thought was a gi-at tr.v-r — tr.i :ppc rtur.it y . He m someone wr.c has been an 
investor ever since he wr.- a te-n-ager with us-.-.lly very good results. And he 
had followed cm.-ely what r. er. happening m me cattle market. And I only 

knew a little cm occur _ =. thing r. living i Arkansas, particularly 
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northwest Arkansas as I cid. I was familiar witr. a lot of ranchers and people 
who were in the cattle incus try. 


And when Jim said, "I think there's going to be a great opportunity to make 
money," and explained why and asked me what I thought we could afford to invest, 

I told him $ 1,000. So I opened an account at his very strong recommendation and 
proceeded to trade over the next months until July. 

You know, not all my trades made money. Some of them lo9t money. I talked to 
Mr. Blair very frequently. In fact, Jim would call me on a regular basis and I 
would make a decision whether I would or would not trade, and then the trade 
would be placed. Often he placed it for me. And there was nothing wrong with 
that. He was on the spot. He was often in the offices of the broker. 

I stopped trading in July of 1979, and I did stop trading in large measure 
because I could r.ot'keep up with it. It takes a lot of nerve to be in the 
commodities trading, and I had just found out I was pregnant. And so when he 
called again I said, ycu .<r.cv/, : just don't war.t to do this anymore. And I think 
he may have ever, called a few more times sayinc, you know, it's really still 
doing well; trade again. Ar.d I didn't, and I’m glad I didn't because he and 
other friends of mine who -were trading ended up losing money. 

So it was a good investment offered by somebody who knew a lot, who could 
provide a lot of oooc advice . and I was lucky and made the decision to stop when 
I did. . . . 


I'll get there, just a minute . 

Q: Do you wcr.der since then if maybe your broker might have, because of your 
position or your husbanc's. m.igr.t nave given you some kind of unfavorable - or, 
you know, a favored advantage? 

A: There's really no evidence of that. I didn't believe it at the time. As I 
said, you know, I made and lost money in that commodities account. It was my 
money, it was at risk. Tne auccunt was :n my name. I got the reports. We've 
released all of tne documents we coulc find from that period from that account. 

So no. I had no reascr. t; believe that. And as Mr. Leo Melamed, the former 
head of the Chicago Mercantile Exchange said when he looked at all of my trading 
records, there isn't any evidence that anybody rave me any favorable treatment. 
And even Mr. Blair, who ended ;:r losing money, .' think would find it very hard 
to argue that he got any favoraule treatment. I ~ use don't think there's any 
evidence of that 

Q: Mrs. Clinton, you just said you stopped trading in July of 1979*. Could you 
talk about the second arc cunt mat was opened? 


Q: There was a second =-couu:.c with the Stephens Company in which I think you 


invested $ 5,0C-:. And at most the White House c.aimed you lost money on it, but 
later you put out documents snowing ycu actually mace $ 5,000 on it and didn't 
close it until ? few men: n: af-er Chelae?, was c rn. 
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A: That's right. And I'm glad you asked that because I really want to clarify 
it. I think there's been a lot of confusion. 


There were two accounts. The first account, the one that I was just talking 
about, was the Refco account. I traded in that from October '78 to July of '79, 
when I found cut I was pregnant and I stopped trading. Now, X closed that 
account for good ir. October of ’ 79 and I took some of the money chat I had made 
and put it into ar. account at Stephens. 

MORE 


And at that point, I made that a discretionary account. My Refco account was 
a non -discretionary account, which meant that I had to approve and give the 
go-ahead for every trade. 

In the discretionary account at Stepnens, my broker made most of the 
decisions, and I tr.ir.k did a good job for me. He diversified the money that I 
gave him and put it into money market and stocks and bonds, and S 5,000 into 
some commodities. 


Now what happened then is, ir. retrospect, as I've been able to reconstruct it 
now, is that my broker made these decisions, he checked with me maybe a couple 
of times a month, out because n was discretions.!"/,' he did not have to get my 
approval. And sc money would ce moved from one .investment to another investment. 

And during the course of the time between October of '79 and probably May of 
1980, he had me m and cut cf three different commodity accounts, in much 
smaller numbers tusr. wr.st I had beer, in charge of doing in my Refco account. 

In February c: 1B3C, ■. daughter was born, at the very end of the month. And 
I remember talking to my *.io.-:ei seme time after that, and I said, "You know, I 
just want to get cut of irmm.oiiuies altogether. I don't ever want to have to 
worry about it." So he get me out of the positions that I had been in so that by 
May I was no longer doing any kind of commodity trading in the Stephens account. 

Now, wnat happened, t.:t..gr., _s that he too.< me money chat I now know I made 
- I really didn't think I'd made any money in commodities - and he bought some 
stock and he did seme otr.sr cni.ngs for me. Now _r. the fall of 1980, my husband 
lost his election, we moved, sc by 19S1. wr.er. I gathered all my documents 
together to give to my accountant, I had a year -end statement from Stephens 
which did not reccrc ar.ycr.irg aoour commodities. I had a year-end statement from 
the Peavey Brokerage Company, wnicr. reported a _oss. and I had no year-end 
statement from eitr.er Clayton. : r tr.e company ca.led ACLI . 

So I think what happened is we curdled all cf the documents we had because I 
took all of tr.e reports that I :ac, gave them to the accountant, and I believed 
that in the abser.ee cf year - -no statement . th-= accountant and my husband and I 
missed the fact that we use actually mace seme money in the Aklee account. 

Q: ... don't rememoer tree it? 


A: No, I did r.t re~e _ :...nt ore: it I i. c :.ec. And in fact, as you said, 
when some pecpl- Itching : - reccrds for me -soar, looking at it originally, 

they looked at recot.r e they tucugnt I ' o .ad a S 5.000 loss. And they 

came to me and ui- cu r.ac a loss . . ich you didn't report." And I 


714 


The Associated Press. Apr-1 22, 1994 


PAGE 10 


said, "You know, I just don't remember. I thoucnt I basically got out with what 
I put in." And then they went back and relookea at it again with, you know, more 
accountants, and they came up with the gain, so it was hard to find apparently. 

Q: Mrs. Clinton, with regard to the Refco account, just how did the procedure 
go? Did Mr. Blair basically recommend to you the transactions which you either 
said yes or no to? Or was it based more on knowledge that you had gained, as 
some of your staff have suggested, from reading the papers or whatever? What 
happened? 

A: Well, Brit, it was primarily Jim's suggestion, but I also did try to 
educate myself. You know, 1 aid try to read some things. He actually gave me a- 
few documents to read, because he had this theory that, because of the economy 
in the early part of the 1970s, a lot of cattle herds had been liquidated so 
that there was going to be a big opportunity to make money in the late '70s. And 
he gave me things to read about that. And I did occasionally read, you know, 
publications like The Journal and others, and you know, I tried to educate 
myself, because I took the responsibility seric-sly. 

But I relied primarily on his advice, because ne really spent an enormous 
amount of time studying the market and talking to many more people than I ever 
could have, people who, you knew, ran feed lots or nought beef for large 
supermarket chains. So he would talk to me, and he'd say, "Here's what I think 
is going on,* what do you think?" Now, I did not take every trade he recommended, 
and certainly by July wh=r* I began to, you know, get nervous about it, I stopped 
taking his recommendations because I just couldn't bear the risk anymore. 

Q: Did it concern you at the time that, because of his position with the 
company that he represents!, that there was an ethical question raised by your 
accepting this level of assistance in a financial matter from him? 

A: No. It did not. And the reason it didn't is chat he and his wife are among 
our very best friends. My husband performed their marriage ceremony. I was the 
best person at the wedcir.g. We are very close friends. And I found it a little 
bit surprising that anyone would suggest that, recause in 1980, right during the 
time that this was all going or., when my huso and ran for reelection, Tyson 
supported his opponent. 

So there's really no basis for suggesting it was anything other than what it 
was, which was a friend who mace a suggestion and not just to me but to a number 
of people, which I think was, you know, very fortunate for me. 


Q: Mrs. Clin: 


A: Yeah? 


Q : You said tree there wa.~ r.i preferential treatment in all of this. The 
records indicate:-, cr.sc yrur ‘.orr.ur.t was short cf money at various points. Were 
there margin oal.s? And uid you meet any of cncse cslis? And were you aware at 
any time that Retro was coordinating traces to drive prices up or down? 


A: No, I was not aware of cost. Andrea. I was told that after I stopped 
trading some months later, and : know ere re wei? lawsuits alleging that. I don't 
think any of that was ever rro”ea, at least that I'm. aware of. And when my 
position was under -margined, I would either close out my position or use the 
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UNITED STATES OF AMERICA 
RESOLUTION TRUST CORPORATION 
WASHINGTON, D.C. 


IN THE MATTER OF: ) 

Il ) 

j ; Madison Guaranty Savings ) ORDER OF INVESTIGATION 

|| & Loan Association (7235) ) (Feb. 4, 1994) 

)! McCrory, Arkansas ) 

j ; ) 


I s 

!i 

I; 


SUPPLEMENTAL INTERROGATORY RESPONSES OF 
HILLARY RODHAM CLINTON 


jl Interrogatory No. 31 : DESCRIBE when and in what 

circumstances YOU first met SETH WARD. 

jl 

li I believe that I met Seth Ward sometime after I went to 

ii 

; work at the Rose Law Firm in January, 1977. I believe that 


Webster Hubbell introduced us, but I don't recall the exact 

I 

■ circumstances of the meeting. 


Interrogatory No. 32 ; DESCRIBE when YOU first performed 
j| legal services for: 

(a) SETH WARD, individually; 

To the best of my recollection, I don't believe that I have 
! performed legal services for Seth Ward individually, although I 
jl did confer with him on certain matters, as described more fully 
1| herein, when he was working for Madison Financial Corporation, a 

!i 

I; wholly owned subsidiary of Madison Guaranty Savings L Loan. At 
some time I may have performed legal services for him, perhaps 
in conjunction with some other Rose Law Firm lawyer, but I have 
no recollection of doing so. 

r 


h 


f 
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(b) Any entity owned or controlled by SETH WARD or his son 
Seth Ward II; 

I'm not aware of all the entities that may have been "owned 
or controlled" by Seth Ward or his son. As noted above and as 
described more fully herein, I did confer with Mr. Ward on 
certain matters when he was working for Madison Financial 
Corporation. As a member of the litigation section of the Rose 
Law Firm, I may have done work in cases where the firm 
represented such entities, but I don't specifically recall such 
work . 

(c) The Little Rock Airport Commission. 

The Little Rock Airport Commission was one of my clients at 
the Rose Law Firm. I am not sure when my representation began, 
but I believe it was in the late 1970' s or early 1980' s. 

Interrogatory No. 33 : Did YOU prepare, or supervise the 

preparation of, document SW1-070 through SWl-074? 

Global Response to No. 33 : 

I have reviewed document SW1-070 through SWl-074 (which 
appears to be an option agreement dated May 1, 1986, on a 6.6667 
acre parcel of land in Pulaski County, Arkansas) and document 
SW1-063 through SW1-068 (which appears to be an option agreement 
dated May 1, 1986, on land described as " Ip) art of Tracts 27 & 
28, Holman Acres, Pulaski County, Arkansas"). I have no 
recollection of these documents or the transactions they 
reflect. I do not recall what my word processing code was in 
1986. My time records reflect the following entry for May 1, 
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1986, representing two hours of work done for Madison Guaranty 
on the "General" account: "Conference with Seth Ward; telephone 

conference with Seth Ward concerning option; telephone 
conference with Mike Schauffler [ sic l ; prepare option." I know 
that Mike Schaufele is a CPA at L. Cotton Thomas & Company, and 
I believe he was Mr. Ward's CPA at one time. Based upon the 
May 1, 1986, entry in my time records, I believe that I did some 
work on these documents. The client was Madison Guaranty or 
Madison Financial, not Seth Ward. I have no recollection of 
what this work was, who originally prepared the option 
documents, how many pages of the documents were typed at the 
Rose Law Firm, what the circumstances were which led to the 
drafting of these options, or whether either of the options was 
ever exercised. I was in the litigation section of the Rose Law 
Firm. Although I have no specific recollection of this matter, 

I do not believe I would have drafted such real estate documents 
from scratch, particularly in a two-hour period that also 
contained phone calls and conferences. I have no recollection 
of who may have asked me to prepare these documents, or, in 
particular, if Messrs. McDougal, Latham, Ward, or Hubbell asked 
me to prepare or work on these documents, although it is 
possible that one or more of them did so. I have no 
recollection of discussing these documents prior to March 11, 
1991, although I believe, based upon my time records, that I 
probably did in 1986 when the documents were apparently 
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'I prepared. I do not know what relationship there is, if any, 

i! 

!j between these two option agreements. 

I! 

Interrogatory No. 34 : Does the word processing code on 

S; this document ("0190g, ■ in the lower right-hand comer of pages 
• SWl-071 through SWl-074) mean that this document was prepared by 
! or for YOU? In particular, does the "g" in this code stand for 
! YOU? 

1 1 

Please see Global Response to No. 33, supra . 

jS 
1 1 

ii Interrogatory No. 35 : If YOU prepared, or supervised the 

ii preparation of, document SW1-070 through SWl-074, when and for 
H what client was this document prepared? In particular, was the 
:• client one or more of the following: MADISON GUARANTY; MADISON 

j| FINANCIAL; or SETH WARD? 

Please see Global Response to No. 33, supra . 

! i 

i i 

; Interrogatory No. 36 : If YOU prepared, or supervised the 

,■ preparation of, document SWl-070 through SWl-074, identify the 
! PERSON who asked YOU to prepare this document. In particular 
j. but without limitation, did Webster Hubbell or SETH WARD or Jim 
I: McDougal or John Latham ask YOU to prepare this document? 

Please see Global Response to No. 33, supra . 

|i Interrogatory No. 37 : If YOU prepared, or supervised the 

[preparation of, document SWl-070 through SWl-074, DESCRIBE the 
j! reasons why YOU, a litigator, were asked to prepare this 
ji document, as opposed to someone from the tax or commercial 
’’ section of the Rose Law Firm. 

j; Please see Global Response to No. 33, supra . 

| j 

Interrogatory No. 38 : If YOU prepared, or supervised the 

: preparation of, document SWl-070 through SWl-074, DESCRIBE the 
purpose or purposes for which this document was prepared. 

Please see Global Response to No. 33, supra . 


Interrogatory No. 39 : At any time before March 11,1991, 

did YOU ever discuss document SWl-070 through SWl-074 with 
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anyone? If so, identify each such PERSON and DESCRIBE the 
conversation about this document. 

Please see Global Response to No. 33, supra . 


Interrogatory No. 40 : Did YOU prepare, or supervise the 

preparation of, document SWl-063 through SW1-068? 

Please see Global Response to No. 33, supra . 


Interrogatory No. 41 : If YOU prepared, or supervised the 

preparation of, document SWl-063 through SW1-068, when and for 
what client was this document prepared? In particular, was the 
client MADISON GUARANTY, MADISON FINANCIAL or SETH WARD, or all 
three? 

Please see Global Response to No. 33, supra . 


Interrogatory No. 42 : If YOU prepared, or supervised the 

preparation of, document SWl-063 through SW1-068, identify the 
PERSON who asked YOU to prepare this document. In particular 
but without limitation, did Webster Hubbell or SETH WARD or Jim 
McDougal or John Latham ask YOU to prepare this document? 

Please see Global Response to No. 33, supra . 


Interrogatory No. 43 : If YOU prepared, or supervised the 

preparation of, document SWl-063 through SW1-068, DESCRIBE the 
reasons why YOU, a litigator, were asked to prepare this 
document, as opposed to someone from the tax or commercial 
section of the Rose Law Firm. 

Please see Global Response to No. 33, supra . 


Interrogatory No. 44 : EXPLAIN the purpose or purposes for 

which document SWl-063 through SW1-068 was prepared. 

Please see Global Response to No. 33, supra . 


Interrogatory No. 45 : At any time before March 11, 1991, 

did YOU ever discuss document SWl-063 through SW1-068 with 
anyone? If so, IDENTIFY each such PERSON and DESCRIBE the 
conversation about this document. 
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Please see Global Response to No. 33 # supra , 


Interrogatory No. 46 : Identify Dorothy E. Olinger. [See 

document SW1-068.] In May 1986, did she work for the Rose Law 
Firm? If so, in what capacity? 

I do not recognize this name. I do not recall her working 

at the Rose Law Firm, but it is possible she did. 


Interrogatory No. 47 : Identify each secretary who worked 

for YOU at the Rose Law Firm in 1985 or 1986. 

As best I can recall, Ms. Janet Faulkner and Ms. Sandra 

Moody were my secretaries at the firm during this period. 


Interrogatory No. 48 : Did document SW1-063 through SW1-068 

supersede or replace SW1-070 through SW1-074? If so, why? 

Please see Global Response to No. 33, supra . 


Interrogatory No. 49 : State whether, at any time on or 

before March 11, 1991, YOU had read any of the documents listed 
in the subparts to this interrogatory or otherwise become aware 
of the matters described or embodied in any of them: 

(a) RIC-02334 9 ; 

(b) SW1-004; 

(c) Document entitled "Minutes of Meeting Board of 
Directors MADISON FINANCIAL Corporation September 12, 1985," 
marked 0000091; 

(d) "Assignment" dated September 13, 1985; 

(e) SW1-008 through SW1-009; 

(f) SW1-005 through SW1-007; 

(g) SW1-040; 

(h) Simple Interest Note, Disclosure, and Security 
Agreement for a $400,000 loan, MADISON GUARANTY Loan No. 4027- 
[illegible] , dated March 31, 1986, signed by SETH WARD; 
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(i) SW1-057 ; 


(j) SW1-062. 

I do not recall seeing any of these documents on or before 
March 11, 1991. 


Interrogatory No. 50 : Answering separately for each 

document listed in Interrogatory No. 49 as to which your answer 
to Interrogatory No. 49 is anything other than "No": 

(a) state when YOU first read or otherwise become aware of 
the matters described or embodied in that document; 

Please see response to No. 49, supra. 

(b) DESCRIBE each and every conversation YOU had with 
anyone about that document or the matters described or embodied 
in it. 

Please see response to No. 49, supra . 


Interrogatory No. 51 : With respect to document SWl-005 

through SW1-007: 

(a) Did YOU prepare, or participate in the preparation of, 
this document? 

I do not know. Please see response to No. 49, supra . 

(b) Did Webster Hubbell prepare, or participate in the 
preparation of, this document? 

I do not know. Please see response to No. 49, supra. 

(c) Identify each PERSON who participated in the 
preparation of this document. 

Please see response to No. 49, supra. 


Interrogatory No. 52 : State whether, at any time on or 

before March 11, 1991, YOU had read or otherwise become aware of 
the provisions of section V(C) of the Rules and Regulations of 
the Arkansas Savings and Loan Association Board. [A copy is 
attached.] If YOUR answer is anything other than "No, " state 
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when YOU read or became aware of section V(C) and whether YOU 
did so in connection with work for MADISON GUARANTY. 

While of course I can't recall everything I have read 
during my professional life, I do not believe I read or 
otherwise became aware of the provisions of Section V(C) of the 
Rules and Regulations of the Arkansas Savings and Loan 
Association Board at any time on or before March 11, 1991. I 
did not have any expertise in the intricacies of savings and 
loan regulation. 

Interrogatory No. 53 : State whether, at any time on or 

before March 11, 1991, YOU knew or heard that SETH WARD had 
purchased a portion of CASTLE GRANDE. If YOUR answer is 
anything other than "No, " DESCRIBE what YOU knew or heard about 
this subject before March 11, 1991, and when and from what 
source YOU learned it. 

Global Response to No. S3 : 

In these Supplemental Interrogatories, the RTC has defined 
"CASTLE GRANDE" to mean: 

"the approximately 1,050 acres of real property, 
located approximately 15 miles south of Little Rock at 
the intersection of Highway 65/167 and 145th Street, 
that IDC sold to MADISON FINANCIAL and SETH WARD on or 
about October 4, 1985." 

In the RTC' s interrogatories which I answered on May 24, 1995, 
the term "Castle Grande" was not defined, and we construed this 
reference to be to Castle Grande Estates, a mobile home 
development which I now understand to be a portion of the 1050- 
acre tract. In these responses to the Supplemental 
Interrogatories, I will refer to the entire tract not as CASTLE 
GRANDE but as the "IDC PROPERTY", because "IDC" was the billing 
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i 

I 

i 

I 

i 

i 


i 

i 

i 

i 


name for work involving that property at the Rose Law Firm. My 
knowledge about the IDC PROPERTY was limited, and I can recall 
knowing nothing about the Castle Grande Estates portion of it. 

My answers to Interrogatories 53 through 61 are "No", to 
the best of my recollection, except as set forth herein. Since 
I had conversations with Seth Ward, it is possible that I did 
once know something more that would be responsive to these 
interrogatories, but if I did, I do not recall it now. As 
previously indicated, while I do not recall the two hours of 
work on the option agreement, the documents themselves indicate 
that Seth Ward owned the land being optioned to Madison 
Financial Corporation, but nothing in the text of the agreements 
connects the land to the IDC property, my time was billed to 
"General" and not "IDC," and the property referenced in the 
options, as I now understand, has nothing to do with Castle 
Grande Estates. As previously indicated, I was a member of the 
firm's litigation section. I believe that my work on the IDC 
matter was confined to discrete legal questions which arose 
after the acquisition of the IDC PROPERTY. while I have done my 
best to refresh my recollection about this representation of ten 
and eleven years ago, I simply do not now have more information 
responsive to Interrogatories 53-61. 

Interrogatory No. 54 : State whether, at any time on or 

before March 11, 1991, YOU knew or heard that MADISON GUARANTY 
had financed SETH WARD'S acquisition of a portion of CASTLE 
GRANDE. If YOUR answer is anything other than "No," DESCRIBE 


l 
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what YOU knew or heard about this subject before March 11, 1991, 
and when and from what source YOU learned it. 

Please see Global Response to No. 53, supra . 


Interrogatory No. 55 : State whether, at any time on or 

before March 11, 1991, YOU knew or heard that SETH WARD had 
given MADISON FINANCIAL an option to purchase from SETH WARD 
part or all of the portion of CASTLE GRANDE that SETH WARD had 
purchased from IDC. If YOUR answer is anything other than "No," 
DESCRIBE what YOU knew or heard about this subject before March 
11, 1991, and when and from what source YOU learned it. 

Please see Global Response to No. 53, supra . 


Interrogatory No. 56 : State whether, at any time on or 

before March 11, 1991, YOU knew or heard that MADISON FINANCIAL 
had' agreed to pay SETH WARD a commission on the sale of any 
portions of CASTLE GRANDE that SETH WARD or MADISON FINANCIAL 
sold. If YOUR answer is anything other than "No," DESCRIBE what 
YOU knew or heard about this subject before March 11, 1991, and • 
when and from what source YOU learned it. 

Please see Global Response to No. 53, supra . 


Interrogatory No. 57 : State whether, at any time on or 

before March 11, 1991, YOU knew or heard that MADISON FINANCIAL 
had agreed that SETH WARD would receive approximately 22.5 acres 
of CASTLE GRANDE (the acreage described in SW1-007) as partial 
compensation for SETH WARD'S services in connection with the 
acquisition of CASTLE GRANDE. If YOUR answer is anything other 
than "No, " DESCRIBE what YOU knew or heard about this subject 
before March 11, 1991, and when and from what source YOU learned 
it . 

I 

Please see Global Response to No. 53, supra . 

Interrogatory No. 56 : State whether, at any time on or 

I before March 11, 1991, YOU knew or heard that, in April 1987, 

I SETH WARD purportedly had loaned $300,000 to MADISON FINANCIAL, 
i [See document SW1-057 and the Resolution of the Board of 
! Directors of MADISON FINANCIAL dated as of April 4, 1986.] If 
l YOUR answer is anything other than "No, " DESCRIBE what YOU knew 
i! or heard about this subject before March 11, 1991, and when and 
i from what source YOU learned it. 


i 

I 
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Please see Global Response to No. 53, supra . 


Interrogatory No. 59 : State whether, at any time on or 

before March 11, 1991, YOU knew or heard that, or thought about 
the possibility that, SETH WARD had acted as a straw man or 
nominee for MADISON GUARANTY or MADISON FINANCIAL when he 
purchased several portions of CASTLE GRANDE from IDC. If YOUR 
answer is anything other than "No, " DESCRIBE what YOU knew or 
heard or thought about this subject before March 11, 1991, and 
when and from what source YOU learned it. 

Please see Global Response to No. 53, supra . 


Interrogatory No. 60 : State whether, at any time on or 

before March 11, 1991, YOU knew or heard that, or thought about 
the possibility that, one purpose of document SW1-063 through 
! SW1-068 and/or document SWl-070 through SW1-074 was to pay 
j commissions that MADISON FINANCIAL owed to SETH WARD in a form 
| that would make them taxable not as ordinary income but as long- 
I term capital gains on an asset (the land covered by the option) 

| held by SETH WARD for over six months. If YOUR answer is 
| anything other than "No, " DESCRIBE what YOU knew or heard or 
! thought about this subject before March 11, 1991, and when and 
j from what source YOU learned it. 

I 

! Please see Global Response to No. 53, supra . 


I 


I 

ii 


!| 

i i 


Interrogatory No. 61 : State whether, at any time on or 

before March 11, 1991, YOU knew or heard that, the Rose Law Firm 
had represented Worthen Bank and Trust Company, Union National 
Bank and First Commercial Bank, N.A., or any of them, in 
connection with their loans to IDC. If YOUR answer is anything- 
other than "No, " DESCRIBE what YOU knew or heard about this 
subject before March 11, 1991, and when and from what source YOU 
learned it . 


Please see Global Response to No. 53, supra . 


; Interrogatory No. 62 : The answer to Interrogatory No. 

17(b), at page 35 of the Interrogatory Responses of Hillary 
j Rodham Clinton, dated May 24, 1995, indicates that YOU were the 
! billing partner for at least certain matters that the Rose Law 

i Firm undertook for MADISON GUARANTY. With respect to that 
;• answer : 

'i 

ii 


'i 

i i 
i ■ 
!l 
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(a) Were YOU billing partner for matters nos. 1 through 4, 

I all of which were opened in 1985? (Matters nos. 1 through 4 

: were "Stock Offering," "Limited Partnership," "Bibler" and 
j 1 "General . "] 

! 

! Yes. 

(b) Was Webster Hubbell the billing partner for MADISON 

I GUARANTY matter no. 5, entitled "I.D.C.," which was opened on or 
about August 2, 1985? 

No, based on the time records, I believe that I was. 

s (c) If so, why was Webster Hubbell, rather than YOU, the 

i billing partner for matter no. 5? 

t 

I 

! Please see my response to No. 62(b), supra . * 


i Interrogatory No. 63 : Identify the lawyers at the Rose Law 

: Firm who had responsibility for obtaining Madison Guaranty 
j matter no. 5 ("I.D.C.") for the Rose Law Firm. If the matter 
! came to the Rose Law Firm without any solicitation on the part 
i of the Rose Law Firm, identify the lawyer or lawyers at the Rose 
! Law Firm to whom the matter was referred by the client or 
clients, and identified with respect to MADISON GUARANTY matter 

I no. 5. 

I 

I do not recall how or why the Rose Law Firm was asked to 
| give legal advice concerning IDC, or who was responsible for 
i this. 


li 


Interrogatory No. 64 : DESCRIBE the work YOU performed with 

respect to MADISON GUARANTY matter No. 5. 


I remember almost nothing about this work, but after 
reviewing certain memoranda prepared by Rose Law Firm lawyer 


i! 


!i Rick Donovan and copies of the Rose Law Firm billing records for 

the Madison Guaranty matter (which have been furnished to the 

i' 

!' RTC) , I believe that the work I did on this matter consisted 


primarily of supervising research concerning legal issues, such 

i 
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as whether it would be legal to open a tasting room for a 
proposed brewery, in light of the fact that the land was, 
arguably, located in what had once been a "dry" township, and 
other questions relating to the provision of water and sewer 
service by a utility which was located within the IDC PROPERTY . 

I believe that, based upon my time records, I conferred with 
Seth Ward on several occasions, and I believe that I would have 
discussed the legal research the firm was conducting, but I have 
no recollection of the content of these conversations. Also, as 
previously indicated, I believe that I had some limited 
involvement with an option agreement between Mr. Ward and 
Madison Financial (which appears to have been billed as a 
"General" rather than an "IDC" matter) , although I have no 
recollection of that project. 

Interrogatory No. 65 : DESCRIBE the work Webster Hubbell 

performed with respect to MADISON GUARANTY matter no. 5. 

I do not know what work, if any, Webster Hubbell performed 
with respect to the IDC matter. According to the billing 
records, copies of which my counsel have furnished to the RTC, 
he does not appear to have billed any time to the matter. 

Interrogatory No. 66 : DESCRIBE the work Thomas P. Thrash 

performed with respect to MADISON GUARANTY matter no. 5. 

I have no recollection of what work Mr. Thrash did, but the 

| billing records my counsel have furnished to the RTC show that 

1 1 

i he billed time for some real estate work on the IDC matter. 

I 

i 

i 

! 13 
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Interrogatory No. 67 : Please refer to documents RIC-1 

18729, RLF2 02932 through RLF2 02943 and RLF2 02928 through RLF2 
02931. Document RIC-1 18729 is a "daily timesheet" for R. Davis • 
Thomas, Jr., dated October 18, 1985. It indicates that Mr. 
Thomas spent 3.5 hours on work that it describes as follows: 

"RS [research] on what approvals, permits, etc. are necessary to 
operate sewer and water facilities; multiple TCFW [telephone 
conferences with] state agencies; Memo to Webb Hubbe [11] . " 
Documents RLF2 02932 through RLF2 02943 and RLF2 02928 through 
RLF2 02931 are memoranda dated February 17, 1986 and March 4, 

1986 addressed to YOU regarding a legal issue with respect to 
sewer and water facilities at CASTLE GRANDE. Please answer the 
following questions with respect to these documents: 

(a) Have YOU ever seen a memorandum to Webster Hubbell 
regarding sewer and water facilities at CASTLE GRANDE? 

I do not recall seeing such a memorandum. 

(b) If so, had YOU seen this memorandum before early 1986, 
when YOU supervised the research by Richard Donovan that 
resulted in documents RLF2 02932 through RLF2 02943 and RLF2 
02928 through RLF2 02931? 

Please see response to No. 67(a), supra . 

(c) Have YOU ever discussed the sewer and water facilities 
at CASTLE GRANDE with Webster Hubbell? If so, state when and 
DESCRIBE the discussion. 

I can recall no such discussions. 


Interrogatory No. 66 : At any time, did YOU open or 

maintain or have custody of a file or other collection of 
documents PERTAINING TO CASTLE GRANDE and/or MADISON GUARANTY 
matter no. 5? If YOUR answer is anything other than "No," 
IDENTIFY each such file or other collection of documents, state 
whether it exists today and, if it no longer exists, DESCRIBE 
when, where, under what circumstances and by whom it was 
destroyed or otherwise disposed of. 

I don't recall whether 1 opened or maintained or had 

custody of a file or collection of documents pertaining to the 

IDC PROPERTY, but I believe I probably did. While I have no 

I 

personal recollection, I am informed that the Rose Law Firm has 
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furnished law firm records to the RTC (copies attached hereto as 
Tab A) , indicating that, in 1988, the firm asked its members to 
review their old files to determine whether the firm could save 
money by reducing the number of closed stored files. It appears 
that I cooperated with this effort and indicated that many of my 
closed client files, apparently including certain files relating 
to the firm's representation of Madison Guaranty, did not need 
to be retained. 


Interrogatory No. 69 : Please refer to copies of Rose Law 

Firm fee credit reports Bates-stamped as documents RIC 120795, 
RIC 120797, RIC 120803, RIC 120810, RIC 120813, RIC 120820, RIC 
120821, RIC 120824 and RIC 120825. With respect to these 
documents : 

Global Response to No. 69 : 

These documents appear to be related to documents RLF23 
03030 through RLF2 030031, which the RTC attached to 
Interrogatory No. 17 in its first set of interrogatories. I 
incorporate here by reference my answer to that interrogatory. 
The documents attached to Interrogatory 69 appear to be excerpts 
from the monthly fee credit reports which Rose Law Firm partners 
received. The billing records produced to the RTC provide a 
more complete summary of the IDC work performed. 

(a) DESCRIBE which entries mentioning YOU PERTAIN to legal 
services that YOU rendered with respect to MADISON GUARANTY 
matter no . 5 . 

Please see Global Response to No. 69, supra . 

ji 

(b) DESCRIBE which entries mentioning YOU PERTAIN to the 

I! preparation, or supervision of the preparation of, documents 

| SWl-070 through SW1-074 and(or SW1-062 through SW1-068. 
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Please see Global Response to No. 69, supra . 

(c) DESCRIBE which entries mentioning YOU PERTAIN to legal 
services that YOU rendered with respect to MADISON GUARANTY 
matter no. 5 other than services supervising the legal research 
summarized in RLF2 02932 through RLF2 02943 and RLF2 02928 
through RLF2 02931. 

Please see Global Response to No. 69, supra . 

(d) DESCRIBE the legal services that YOU rendered with 
respect to MADISON GUARANTY matter no. 5 other than supervising 
the legal research summarized in RLF2 02932 through RLF2 02943 
and RLF2 02928 through RLF202931. 

Please see Global Response to No. 69, supra , and response 
to No. 64, supra . 


Interrogatory No. 70 : Please review document RTC KC 41004 

and answer these questions: 

(a) When did YOU first see this document? 

I don't believe I've seen this document before. 

(b) Did YOU participate in its preparation? 

No. 

(c) Who was Webster Hubbell representing in writing this 
letter? 

I don't know. 

(d) For what purpose was this letter written? 

I don't know. 


Interrogatory No. 71 : Please review document RTC KC 42271 

and answer these questions: 

(a) When did YOU first see this document? 

I don't believe I've seen this document before. 

(b) Did YOU participate in its preparation? 
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No. 


CONFIDENTIAL 


(c) For what purpose was the letter written? 

Apart from what the letter says, I don't know. 

(d) If YOU saw this letter before March 11, 1991, were YOU 
at any time before March 11, 1991 aware of facts suggesting that 
anything stated in this letter was not completely accurate? 

Please see response to 71(a), supra . 


I incorporate here by reference the "NOTE" on pages 76-77 
of my earlier answers to the RTC's interrogatories.' 


HILLARY RODHAM CLINTON 


Subscribed and sworn to before me 
this day of January, 1996. 


Notary Public 


| 
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CONTINUATION SHEET 

PAGE 9 OF 10 

MTtAveWO* 

OATS or smwviw 

puwmssr 

JAMES T. CLARK 

Juno 10. 1998 

WA.84-0016 


CLARK confirmed that ha wrote tho first not*. CLARK said that the name of the attorney that appear* In 
peremhisis In hia notaa la 'HU9BELL*. Ha said that ha did not racall the epectflo dlsoueeioa but reeled tha 
situation. Ha said that ha became awara that MFC had borrowed 1300.000 and #73,000 from WARD In April. 
1936 and waa attempting to dattrmina whathar tha borrowing was oonnected to tha 1400,000 loan MGSL 
mada to WARD on March 31.1 986. Ha recalled that ha waa told during hit Inqurlea that tha notaa waca not 
contact ad and that loan #4027 was not related to tha Ward loan to Madlaon Financial. CLARK waa not aura, 
but bailavaa ha waa talking to DENTON whan ha wrote tha notaa. 

CLARK did no? apedflctny recall the notes by 'Darlene.' Ha taid that waa DARLENE FORD, an examiner who 
satiated him on tha examination. Ha believed that ha may have salted FORD to follow up on what ha had bean 
told about tha option. 

CLARK was asked to outline his understanding at tha dm* of tha examination of tha relationship between loan 
#4027 and tha Ward to Madison Financial loan. CLARK stated again that ha waa told that the loans wars 
•oomoiaialy separata deals*. Madison's ‘excuse* for loan #4027 waa that it waa "not connected to tha Ward- 
MFC* loan, but was to ansbls WARD to payoff other loans or debt*. CLARK stated that Madison's 'excuse* 
for tha Ward-MFC loan waa *MFC wenta to buy land from Ward, they'ra going to wrtta option agreement, 
Ward wants a guaranty of performance on the option, and that la tha reason for this note - In tha fulineaa of 
time, note will not be funded because the opdon will be exercised and WARD paid than, and tha note wiH be 
cancelled.* CLARK was asked whathar this was an unusual arrangement, and ha responded that It 'Makes 
no aensa at tha time, lesa now*, expecialty whan tha property securing loan #4027 was tha same iand subject 
to tha option. 

CLARK waa raid portions of testimony by LATHAM conoeming tha oonnection between WARD loan 4027 and 
tha two notes msde by WARD to MFC, snd that tha loan 4027 was a way to pay WARD commissions. Ho 
said that ha had not been aware of that reported connection between tho loans. Ho said that If ha had known, 
he would have called tha transaction a direct Investment In MFC by MGSL Ha said that MGSL should have 
shown tha notes from WARD listed on their books ai accounts receivable. CLARK stated that the testimony 
'cannot Jibe with what was said* to the examiner*. 

Ho satd that if ha had known about tha commissions, it tha vary laast ha would hava carted H a direct 
investment by Madison Guaranty into MFC bocausa MGSL would be funding MFC's obligations, and ha would 
have bean esklnQ what WARD did to earn the commissions, and that tha commissions would bean a furthar 
Indication that WARD was a 'straw* buyer in tha IDC purchase. Ha also said that If tha loan had bean mada 
to pay commissions, na would have considered the loan 'deceptive on tta face.* CLARK stated It would violate 
regulations that required transactions to bo fully snd completely documented to that the* true nature le 
apparent to the examiners end anyone else. CLARK uld that there was no way that tha trial testimony was 
consistent with what he had boon told during the oxamlnstlOfh CLARK stated that 'connection was the very 
point he wee seeking snd they're saying In the examination - no,* CLARK alto Indicated that baaed upon 
whet he had now iss mod the option was created ‘In order to con coal the connection - whatever it wee - 
between #4027 and Ward*MFC*. 

CLARK was asked about the possible use of the May 1 , 1 980 option to establish a value for the property for 
the benefit of the examiners. CLARK stated that he 'would not have credited the value baaed on the option 
price*. 

CLARK was shewn a copy of tha front oeoe of e version of the May 1 , 1 938 option that had e note by FORD 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

18 

20 

21 

22 

23 

24 

25 

28 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

40 

41 

42 

43 

44 

45 

46 

47 


nocxti osroetT miuiuncs cosporation 


FOR OFFICIAL USE ONLY 


roc 040 posmi M.131A 


733 


101 

federal examiner* at Madison Guaranty Savings a Loan? 

I think that may have been of some concern to him as 

well . 

q, I want you to look at now what's been Introduced as 

Defendant's Exhibit 3, an option to purchase tracts 27 and 28 
of Holman Acres. Can you tell the jury about the circumstances 
surrounding the financial corporation taking an option out on 
this property? 

A. Yes. I know this is confusing, but the loan was done 

really at that time in lieu of the option. The option more 
concretely or more accurately reflects the nature of the 
transaction, that being that the service corporation owed Seth 
$300,000 in commissions. In the initial purchase of all of 
that property, Seth retained tracts 27 and 28 of Holman Acres 
as his commission, which was later to be bought by the service 
corporation. The option allows the service corporation to buy 
the property from Seth, thus Seth receives the $300,000, and 
the service corporation would have the property. 

The note was done very quickly to make sure that that 
debt was evidenced should something happen to anybody to 
protect Seth. The note, however, would have left, if that was 
the way it was finally structured, would have left Seth with 
the $300,000 plus the property, which was not the intent of the 
transaction . 

MR. JENNINGS: If the Court please, we object to 

; _ 223 

SEN 32912 
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that statement is being intent to vary the terms of the written 
agreement by oral testimony. 

THE COURT* Objection be denied. 
q. (By Ma. Bartley) Mr. Latham — 

MR. JENNINGS* May I ash this witness what's the 
source of his information? 

THE COURT* I'll let you cross him. 

MR. JENNINGS: You mean later? 

THE COURT: After while. 

Q. (By Ms. Bartley) Now, you've testified that the note 

was to evidence -- the note given by MFC to Ward was evidence 
of $300,000; the option was to effectuate the intent, which was 
to purchase tracts 27 and 28 from Mr. Ward for $300,000. Then 
Mr. Ward would have the money, and Madison Financial 
Corporation would have the land; is that correct? 

A. Yes, that's correct. 

Q. Now, the option is in the amount of $400,000. Do you 

know why it's taken for 400,000? 

A. No, other than when it was drawn up it may have been to 

offset the note, which was also for $400,000. I believe at the 
time the balance on the note was 300,000, that 100,000 had been 
paid off, the 300,000 remaining being -- what I remember as 
being the amount of the commissions. That would be the only 
thing I could think of on the option. 

Q. Was MFC able to exercise the option and purchase the 

zz\ 
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Bnicd 3tatts Senate 

COMMITTED ON 8ANKING. HOUSING. AND 
URBAN AFFAIRS 
WASHINGTON. DC 20S10-507S 

June 13, 1996 


ev flapd DeUver/ 


David Kendall, Esc. 

Williams & Connelly , 

72S Twelfth Street , N.W. 

Washington, D.C. 20005 

.Dear Mr. Kendall: 

It has come to the attention of the Special Committee to 
Investigate Whitewater Development Corporation and Related 
Matters that the first Lady has offered, through Associate 
Special Counsel to the President Mark fabiani, to respond in 
writing to questions pcsec regarding the subject matter of the 
Committee's work. 

As Vcu know, the Committee will submit its report to the 
Senate cn Monday, June 17. Accordingly, we are pleased to accept 
the first Lady's offer to provide a statement in response to 
questions. We request that the statement be furnished under 
oatn . 

Cf principal concern to the Committee at this point are 
certain questions relating to the Rose Law Firm billing records 
you produced to this Committee cn January 5, 1956. These 
questions arise because of important new evidence received by the 
Committee only within me last two days. In fairness, we will 
outline this evidence to you. 

The billing records disclose that Mrs. Clinton tilled 
substantial hours for IDC, otherwise known as Castle Grande. 
Evidence received by the Committee establishes that from October 
1585 through the spring of 1586, James McDougai ar.c his 
confederates engaged ir. a series cf land flips and insider loans, 
generally described at the time by federal bank examiners as a 
"sham transaction." The examiners concluded that Seth Ward acted 
m effect as a "straw man" holding a large parcel cf land to 
avoid regulatory restrictions on Madison's investment in that 
property. 

Newly discovered evidence indicates that a S30C,000 note and 
a S 70 , 94 3 note from Madison Financial Corporation to Mr. Ward, 
dated April 7. 1536. were intended to disguise Macison Guaranty's 
prior payment cf commissions to Ward on behalf of its subsidiary. 
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Madison Financial. These noces evidently replaced an earlier 
$400 , 000 note. Evidence presented to the Committee indicates 
that the Ward-Madison notes were a wav to hide the funding of 
Ward's "commission" for his participation as a "straw man" in the 
Castle Grande transactions. 

According to the billing records, on May i, 1986, Mrs. 
Clinton logged substantial time conferring with Seth Ward and 
drafting a document providing Madison Financial the option to buy 
some remaining Castle Grande property from Mr. Ward. Shortly 
after the May 1 option was drafted, it was shown to the bank* 
examiners as purported evidence that the April 7 notes between 
Mr. Ward and Madison were unrelated to Mr. Ward's commissions for 
the "sham transact ion . " This was important because the examiners 
were then scrutinizing the legitimacy of the crossing leans and 
notes between Mr. Ward and Madison. Of course, had the 
regulators been aware of the true purpose of these Ward-Madison 
transactions, they might well have unraveled the entire scheme. 
This week, the examiner who was in charge of the 1986 Madison 
examination stated that "based upon what he had now learned the 
option was created ' m order to conceal the connection 
whatever it was -- between'" the Warc-Madisor. notes. 

According to the billing records, Mrs. Clinton logged time 
to IDC on April 7, described as "Telephone Conference with Don 
Denton." Don Denton, of course, was the former Madison loan 
officer yhc played a significant role m the entire series of 
Castle Grande transactions. Significantly, that April 7 billing 
record entry is circled on the billing records in ink. 

(DKSN029024) . You will note that April 7 coincides with the date 
of the notes discussed above. 

Also according to the billing records, on May 1, Mrs. 

Clinton logged a substantial amount of time to conferring with 
Seth Ward anc preparing tne May 1 option. This entry on the 
billing records is also circled m ink. (DKSN029026) . 

Mrs. Clinton has previously testified under oath that sr.e 
has "nc recollection" of the option, other relevant documents, or 
the transaction they reflect. (Supplemental Interrogatory 
Responses cf Hillary Rocham Clinton to the RTC , 1/20/96) . 

This was how the matter stood until this past Tuesday. Cr. 
that day, according to the FDIC Inspector General, the FDIC 
finally had an opportunity to question Don Denton, the former 
Madison loan officer, about the April 7 conversation first 
revealed m the billing records. Mr. Denton told FDIC 
investigators that he recalls this conversation. As Mr. Dent or. 
described tne events, he received a phone call from Mrs. Cl inter, 
and returned that call cn April 7, 1*986. This call is evidenced 
by a copy of Mr. Dencon'*s contemporaneous message slip as well as 
by Mrs. Clinton's billing entry. 
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According to Mr. Denton, curing the phene err 
and Mrs. Clir.ccr. discussed the previously descries 
exchanged between Ward and Maciscn. Moreover, Mr. 
chat during their April 7 conversation, he told Mr 
"that there could be a problem with the notes as : 
in effect a parent entity fulfilling the ccligacir 
subs idiary . " 

Mrs. Clinton "'summarily dismissed' " Mr. Dent 
. . in a manner which he took to mean that he was 
savings and loan matters, and she would take care 
matters . " - 

Mr. Denccr. confirmed that he sent copies of t 
Mrs. Clinton. Mr. Denton further stated that he r 
cf the May 1 option -- which was prepared by Mrs. 
according to her time sheets -- either from Mrs. ! 
Ward . 


Mr. Denton said that he believed Mrs. Clint or 
representing both sices of the Ward -Madison tra.nss 

In sum, Mr. Denton's evidence, giver, to feder 
investigators under a legal obligation cf cr-uthful 
§ 1001, sheds new light cn the nature and extent : 
Clinton's work on this Castle Grance matter, espe: 
related the April 7 notes and the May l Cut ion. 
important, we should emphasize that without the b= 
discovered billing records, this evidence would vs 
have surfaced. This is particularly important be: 
according to the -cse Law Firm, Mrs. Clinton autn: 
destruction of r.er law firm files related or her v 
Madison. 

In view cf the foreccir.c, we request that M.r = 
to refresh her memory about these transactions , a: 
Committee cf wrist she recalls about them. 

In addition , we request that she state any <: 
have concerning me Rose Law Firm billing records 
Stamp numbers IF.SNC28S28 throucr. DKSN029042, ir.cl. 
s he has reviewed, handled, or discussed (other mi 
these records, ar.d her knowledge relating to the : 
discovery cf these records. 

Finally, we request that sne furnish any ir.f: 
concerning the removal. cf files from the Rose Law 
Webster Kubbell or Vincent w. Foster, Jr., during 

Because cf cur time constraints, we request : 
response be furnished no later than 10 : CO am cn Me: 
sc chat it may oe included in the record. 
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To assist you in preparing these responses, we are enclosing 
herewith interview reports and other relevant documents referred 
to herein. 


Sincerely, 






Connie Mack 



cc: Paul S. Sarbanes 

Ranking Member 
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City of Washington ) 

) ss : 

District of Columbia ) 

AFFIDAVIT OF HILLARY RODHAM CLINTON 

Hillary Rodham Clinton, being duly sworn, deposes and says: 

(1) I am submitting this affidavit in response to the 
letter to my counsel, David E. Kendall, dated June 13, 1996, 
which was signed by the Republican members of the Special 
Committee . 

(2) I believe that my Supplemental Interrogatory 
Responses to the Resolution Trust Corporation, which I submitted 
on January 20, 1996, and my transcribed interview by the Federal 
Deposit Insurance Corporation on February 14, 1996, contain 
information responsive to the Special Committee's questions. My 
counsel is submitting both of these documents to the Special 
Committee with this affidavit. 

(3) I saw Madison Guaranty billing records in the 
1985-1986 period when I was billing partner for the legal work 
which the Rose Law Firm performed for the savings and loan 
association. I recall discussing some of this legal work in 
1992 with Mr. Vincent Foster and Mr. Webster Hubbell, as I 
sought to answer press questions about the Madison Guaranty 
representation during the Presidential Campaign. Prior to the 
recent release of FBI fingerprint information, I had s.tated that 
I might have been shown billing records in 1992. While I had 
and have no specific recollection, the particularized 
information ( e . g . , date, numbers, etc.) contained in a two-page 
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memorandum I drafted in 1992 (DKSN028346-028347) , attempting to 
address certain questions raised at the time concerning certain 
securities work that the Rose Law Firm had done for Madison 
Guaranty, suggests to me that I probably had reviewed the 
billing records at that time. I do not know how the billing 
records (DKSN028928 through DKSN029043) came to be identified by 
Mrs. Huber at the White House on January 4, 1996, although I 
have read various media accounts. The records were produced to 
the Special Committee and other investigative agencies within 
twenty- four hours of this identification. 

(4) I do not have any first-hand knowledge concerning 
any removal of Madison Guaranty files from the Rose Law Firm by 
either Mr. Foster or Mr. Hubbell during 1992 and 1993, although 

I have read various media accounts. 

(5) I request that the transmittal letter of my 
counsel, dated June 17, 1996, addressing certain allegations 
recently made by Mr. Don Denton, be made part of the records of 
the Special Committee's proceedings, along with this affidavit. 
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Viet D. Dinh 

Associate Special Counsel 
Committee on Banking 
Washington, D.C. 20510-6075 

Dear Mr. Dinh: 


BY FACSIMILE 
202-228-0020 


I assume that in addition to receipt of my recorded message of 
this morning you have now received a fax message from me. In 
accordance with your request I am supplementing ay previously 
faxed message by confirming ay deposition testimony that this was 
the only meeting between Mr. Kendall and Mr. Ward that I am aware 
or. X am enclosing a copy of a message from ay secretary ir. my 
ueua x x 1 s%aj cc »-*r • * w .il* , cats iCvijirg 

that I expected to meet with Mr. Kendall on January 11. I also 
enclose a copy of time record of Mr. Tisdale, dated January 11, 
1996, concerning a meeting by Mr. Tisdale with Mr. Kendall and 
Mr. Ward. 


I take issue with the statement in your letter that my message 
changes my deposition testimony in material respects. We were 
both aware during my testimony that I did not have a recollection 
of the exact date of the meeting. You have the benefit of having 
a copy of my deposition testimony, which I do not have. I think 
a fair reading of my testimony will demonstrate that I did not 
know the date but thought that it was before Christmas. 


Yours very truly, 

WRIGHT, LINDSEY fc JENNINGS 


Alston Jenning^ 


AJ/ ivs 
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During my testimony by deposition on Tuesday, February 6, 
1996, I was asked about a meeting between Seth Ward and David 
Kendall and was asked on what data the meeting took place. I 
replied that 1 could not fix a date but thought it was in 1995. 

I was asked if it was before Thanksgiving, and I believe I 
replied that I didn't think so. I was asked if it was before 
Christmas and I expressed the belief that it was. 

Upon returning to my office, I checked records and 
discovered that the exact date of the meeting was January 11, 
1996. 

I respectfully request that this information be incorporated 
in my deposition. 
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Pulaski County Municipal 
-'uoge David Hale says he ex- 
pects to oe indictee on federal 
charges this week. 

And he said he biases pan 
of his problems jq bad loans 
made in the 1980s to groups that 
included the president of the 
United SUtes and the governor 
of Area ns as. 

Hale, a municipal judge since 
1979. said he expecu to be^ 
dieted for allegedly mure pre- 
senting uses for loam made hr 
Capital Management Services 
lac., a small business invest- 
ment company licensed to maae 
Small Business Administration 
loam. 

He provided no specifics 
about the expected l&dictsent 
-*mad said It Is a separate matter 
See HALS. Page ica 
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from loans bis comoaav maae 
<o fcrcupf involving Presides: 
ClVnton and Gov Jim Guy Tucx- 
erj 3ut there were misrepre- 
sentations m the use of :hose 
104 ns toio. Hate coatecacc 

I' I just would like to ce treat 
ec\fair‘'y.“ Hate >aid inter 
vte^-s Tuesday, "If they re aomj g 
to pet into this hung. tnea taey 
ought to toox at ill of it.'* 

Hale tatd his misfortunes 
started after loans made dunng 
the ni'd-lSSQs at the oehest of 
CltniodiTudjeer aod James Me* 
-"Dougal. lben\neac of Madisoc 
Guaraacy'Savthgs and Loan As- 
sociation. Sayeru corporate en- 
tities Kale rrraae'ioans to then 
defaulted on th>r^bans and left 
Capital Management m a poor 
capital position. Hale said. 

The Resolution Trust Corn 
toe federal agency taat manages 
ana sells assets of failed tavinei 
anc loans, tater tea* over Madi 
-ion. 

Dur.ng the mid-1980s. Clinton 
ana McOou&al — ana. at a seoa 
rate time. Tucker and McOou- 
gai — approtened Hale s com 
parnyfor loans, according tc 
Ha lie i 

- *|I felt ... It wu something l 
should do." HaJemd. because 
llww eomethln* that they ne-w 
'ed and Are* w ag t e a m e s o d o . ■ 
and I felt like I should do it." 

Hale, woo widbe Has known 
Tucker since the 1980s. said be 
thought it would hurt his poliu- 
cal|carear i f hed id not h elp-- 
thec. / 

Officials wttb the White 
House .presi ofTice contacted 


v * 


f4 


Oavid Haie 

Wednesday were noc famine.- 


witb the deal anc would no: 
comment. Jim McDougai couic 
hot be reacoed for coramer.: 

Wednesday 

Max Parxer. sooitesmin tc; 
me governor. sate me fovernc: 
caiiea Hate i allegation; 
•pirarrr 

*He tus to vooaer wnat me- 
ovitex thei* fanes of diessQcns 
ana who motivates them.* Pari- 
er said JVecneiday of Picker 

Haie satd be came for^arc 
oecauie itiaacu to negotiate 
with the LiCUe Rock U.S. actor* 
Qey i offlee fell 

."It wax the actions nf.iha-ILS- 


^warrant July 21 
aid he offered to :*su 
supply documents as par. 
of a\plea bargain. but Deout> 
U.S. Xttcrney Fletener Jacxsor. 
wasn'Vntehesttd. 

Jackson ~Btatec ne nac e;gr.: 
mare yfcarsita retire, acc sc 
didn't Wtotlto.co anvining 
jeopardise hts retirement 
Kale aain. j 

iacssoQ has oeen mi 
U.S. attorney's ofTice L;:::? 

Roca si/nce /1971. according 
news reoorjs. He die not return 
pnond calls fer comment 
Wednesday 

rvale said Clinton and Me* 
Do4gal gel Haie to agree to ienc 
.000 fo the mid-18S0s from 
Capital .Management :o Master 
Marketing a corporate entity 
cootrolleoby McDoug.u s wife, 
austn McDoirgal 

'. .*i r t e c fe: 


3300 

/Cap: 


attorney and west we saw was 
coming down." Hale said. 
‘There wu no doubt tc my suno 
that 1 was going to oe set uo ac 


Hale ftm leaxzed federal in- 
vestigators were after htc after 
ue F3I raided his ousmey wun 


The money. ear 
orojec‘-s in Pulaski Ccunrv. et 
•.uaily was used for Wnttewaier 
Development Co., cf wq^cg Su- 
san McDougai was a Partner 
naie said. .News reoorts nave 
stated mat BUI Clinton anc 
Hillary Rocnam Clictoc ais: 
were partners m me aow*nr* 
rune: company. 

The Clintons oougat 200 
racres of OLart Mountain prac- 
Vrry with Jim McDougai in 1973 
according to new« reoor.s. me 
founded Whitewater Develop- 
ment in 1979 to develop me 

— DocViaenu obtatcea by tht. 
Ar^aruai Demccrot-Caiene rr- 
tardlhl the CCD. 000 loan tc Su* 
tan McDohgal make oo menticr. 
of the Cllntooi. 

Stiran -McDougal maoe oc 

paymenis on ber loan Halt 


said. 

Jin McDouzrl siso 


:j«yec i 


n n i i bH 
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par. r. i loan involving Tutae: 
Kale saic. 

According to KaJeun the fall 
of 1985 Tucxer anTd McDougal 
app.-oacned HaU for help with 
Madison Guaranty's financial, 
problems and aiso soughKfe* 
velopment mdoey for thexorop- 
ernes. Officers of the'SfcL ex 
oected a 1886 audit ana needed 
10 remove, Some properties from 
Madisoa'i bootsyHaie said 

Parker countered that .Mc- 
Dougal tjirst aprproaeftea Hale 
aoout C is tie Sewer and Water 
Corp. as 2 development prosoer. 
and Tucker later talked to Hale 
Castle Siewerl and Water wu a 
real estate alevelocaeat aoc 
u.ility bcamoy createa bv 
Tucker inc Sewer contractor 
R.D Randolph. 

Hale said he toid Tucker sno 
McDougnl \t would drain CapitnJ 
Managements aapual to make 
lha loans UlAt would prov.de the 
deveiopmenCvtnoo^y 

So Tucxer\andv McDoueai 
pored over CapWrs'prooerties 
looking for ways pf raising cap- 
ital. Hale said. Th\t cwhvpicsea 
two pieces of property oET U S 
67-187 in northern Pulahkf Ccun- 
r/ that Hale owned anc in wnicr. 
he had invested aoout OCD.QOO. 
Hale said 

But Parker taid Tucker never 
looced at Capital Management': 

ooo ICS 

Through various transac 
uans. the properties were sold 
to Deta Paul Ltd., a company 
controlled by Deaa Paul. Hale 
said. One jjact sold for aboui 
S 100.000. 'Vdile the other went 
for about S300.000. according to 
county records. 

After the deal, an appraisai 
seat to Little Rock Traffic Judge 


je at more than $750,000. Haie 
said Watt served as trustee for 
one of the properties in the 
deal, according to county 
repnuHr 


B11I Watt placed the land s vaF 


But instead af a $400,000 la; 
Madison Guaranty provided 
Paul with an $825,000 mortgage 
that was then Daia to Hale for 
the two tracts. Hale said 

County records verified the 
$825,000 loan amount. Haie saio 
ne useo about S300.000 to pay of: 
:he original debt on ihe two 
properties and put the rest intc 
Caoital Management's pooi.The 
transactions c:o6ea in February 
1986. according :s couoty 
-ecoras 

Tucxer nas no recollection of 
the Dean Paul aeai. according 
to Parker 

As far as he knows, ne didn t 
cave any pan :n it.** she added. 

Tucxer s name aoes not an- 
pear on the cucunents involv. 
>ne the sale to Dean Paul Ltd. 

In March 1995 — wtthm day* 
pf the c:ose of the sale to Dean 
Paul — Tucker and partners 
Castle Sewer and Water oougnt 
a sewer plant ana Una in sc 
en Pulaski County from Maai 
son Financial Corp.. a sub 
sidiary af Madison Guaranr/. ac 
coming to county recoras 
As part of that deal. Capital 
Management loaned $150,000 tc 
Castle Sewer and Water as de- 
velopment moaey. Hale said. A 
copy of the caoceled cneck dat- 
ed Feb. 28. 1986. was enaorsea 
for Caatie Sewer wuh waat ap 
pears to be Tucker s signature. 

In 1387. Tucker returned, ask- 
ing for more money to develop 
property near the Castle Sewer 
and Water site. Hale said. Ac- 
cording to a 1987 ar aament Qfa-_ 
umed by tne Democrat -Caret?*. 


^4PiUl Management agreed tc 
loihsvip to $150,000 to Southloop 
Construction Corp.. a aevr cor- 
porate entity created by Tuci- 
er ana Rafraolph, TucJcjra part- 
ner in Castl\ Sewer and Water 
^Through January 1988. Capi- 
magem\at wrote three 
checib* totaling $100,000. to 
Southio^c. according to copies 
of canceled cnecks obtained Jby 
the Demoerct-Gdterte. Tucxer 
ipparent!y\end(irsed two cf 
those cnecxs ^or Southlocqp anc 
deposited them inlCaatle's ac- 
count \ \ 

Of the two lloansl to Tucxer s 
corporations. jKaie saio. pay- 
ments totaling aoout $1,000 w&re 
made / [ 

those delinquent loans, aoc 
the one to Susan McDougal. lea 
lo financial problems at Capital 
Maaagemeol that/led to the fed- 
eral investigation. Haie sale. 

"Whaythey intended to co 
wouid y* to indict me and dis- 
■ ce." Hsieisaid. '‘and pro- 
- . the others “ V 
Watt said Wednesday he 
C 0Uldg7 of 

mhc Dean Paul deal but noted 
his law firm nad performed le- 
gal services for Haie in me true- 
1880s. 

Watt acknowleageo he hac 
served as trustee — a neutral 
third parry — m same of Hale j 
ianc transactions. 

“I don't have the vaguest id«a 
of wnat was transpiring at that 
ume from the standpoint of de- 
tails ooD avid's deal.” Watt aald. 
“t can freU you that if I ordered 
out an appraisal. I ordered it out 
because kl\of the parues aaked 
me to; and iince 1 was holding 
the properties the trustee, i 
-whs-UhT proper party to oroer 



the appraisal.'^ 


/ 
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IN THE UNITED STATES DISTRICT COURT Cll 
EASTERN DISTRICT OF ARKANSAS 

nmcT nn Vril/U , <rr RlCT . 


UNITED STATES 


DAVID L. 

CHARLES MATTHEWS 
EUGENE FITZHUGH 


an agency of 



SUPERSEDING INDICTMENT 

THE GRAND JURV CHARGES: 

CC,UHI...Q,HS 

At all tines relevant to this Indictment s 



v (a) The Small Business Administration/( "SBA" ) was 
United States Government with re^p£nsibil(ity for 
providing financial assistance to small busir fe^s Investment^} 
companies ("SBICs'Y in order to aid SBICs in lending money to 
small business concerns. Under the rules governing the SBA , it 
can loan an SBIC as much as three dollars for every dollar of 
capital received by an SBIC ("paid-in-capital"). 

(b) Capital Management Services, Inc. ("CMS") was 
a private!^ owned SBIC located in Little Rock, Arkansas, which 


I \ 


u 


specialized' in making loans to what were represented tovbe 
socially or economically disadvantaged small business concerns 


(c) Defendant DAVID L. HALE was an owner and the 


J 


President .of^CMS . 


j j (d) Defendant CHARLES MATTHEWS was an attorney 

I { 

working as-a broker at Prudentia 1-Bac.e Securities, Inc. 


750 


( "Prudential-Bache" ) « 



f GENE - F -I££HUGH 
, Arkansas. 

gansBixass 


practicing 


Septfeiu^e 

including in/ or aboutf March 1989 # in the Easter: 

Arkansas and elsewhere, the defendants DAVID L. 

MATTHEWS^, ^md EUGENE FITZHUGH , and others known 
unlawfully, willfully and knowingly did combine 
confederate, Jand agree together and with each other, to d^fr 
the United States, and its agency, namely the SBA. 

The Purpose of the Conspiracy , , 

ain isoi 
ent/ 



3V \The purpose of the conspiracy was to obt 


aud 


loney 


and property \from the SBA by means of false and fra^dulent[ 
pretenses, representations and promises concerpifig the paicKin- 
capital of ~04S anXj^e status of certain loans on Uie books of 
"CMS. 

Man n e r ..and Means Qf th< Conspiracy 

4. It was part of the conspiracy that defendants 
DAVID L. HALE, CHARLES MATTHEWS, and EUGENE FITZHUGH, with others 
known and "Onknown, would and did by deceit, craft, trickery and 
means, defraud the United States and its agtehcy, the 


dishonest 




SBA, in thal-M pfpnHantg HAVTn T. HALE CHARLES MAS 


tfS ,\and 


EUGENE FITZHUGH, with others known and unknown, knowing that the 

I \ 

amount of ipaid rd n-capi tal nf CMS and -st a tus of lo a n s on they books 
of CMS woU^d influence the SBA to provide financial assistance to 


2 
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CMS, would and* did fraudulently and falsely inflate the amount of 
the paid-in-capital of CMSan^misrepreseni^ the true status of 
certain loans on the/books of CMS. 

5. Ipr was a further part of the conspiracy that on or 
about November 3, 198 8 , jie^endants DAVIDL7''TiAl l E ; CHARLE 
MATTHEWS , aryd EUGENZ' FITZHUGH , with others known ai*d unknc 

would and did cadse $800,000 to be transferred from certainX 

/ / v , 

accounts- a it Pru'dential-Bache , $400,000 of which would evfcntu^lly 

be transferred to a savings account of CMS. 


It was a further part of the conspiracy that on or 


/ 


about November 4, 1988, defendants DAVID L. HALE, CHARLES 

\ \ / , 

MATTHEWS, and EUGENE FITZHUGH, with others known and unknown, 

\ \ 7 i 

would and did cause CMS to receive the remaining $400,0,00 by way 
of cashier's checks purportedly in payment of certaj^i delinquent 
loans previously Extended by CMS. 

7. It was a further part of the conspiracy that on or 
about November 4, 1988, the defendant DAVID L. HALE would and did 
falsely represent to the SBA that ^400,000 had been invested into 
CMS, as evidenced by $400,000 reflected in the CMS account, and 
that on the basis of the new private paid-in-capital CMS would 
and did then apply for financing from the SBA in UiJ\\nount of 
$900,000, land that in connection with said application defendant 
DAVID L. H AlV‘~~wo u 1 d" ' and" " did alsu make” false lepieseTT tati^ns 
concerning the payment status ot certain loans to entities 
through which-^ the remaining $400,000 was “-p a 3 se d-: 


t / 

it 


It was a further part of the conspiracy that in or 
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about November , 1988, defendants DAVID L. HALE, CHARLES MATTHEWS, 
and EUGENE FITZHUGH, with oth ers known ^ nd unknown, would and did 
cause CMS to transf er^tfirough several other s>p^rate entities the 
$800,000 back toytne accounts at Prudential-Bache £ pm which the 
money originally had been un ed.- 

9/ It was^a further part of the cons|>i£acy t on or 
about November 17 % 1988, defendants DAVID 
MATTHEWS, /and EUGENE FITZHUGH, with others known 

would and/ did/ cause $300,000 to be transferred from 

! / 

account at Prudential-Bache, of which $200,000 was transf ad to 

I I 

or for the benefit of defendant CHARLES MATTHEWS, and $50 0 was 

\ 

transferred to the defendant EUGENE FITZHUGH. 

\ \ 

It was a further part of the conspiracy n or 

about March\l,\l989, defendants DAVID L. HALE and CHARLES 
MATTHEWS, with, others known and unknown, would ^mci did cau^ 
$275,000 to' be transferred from certain accounts -aL l'mdentral- 
-Bache, of which $265,000 was transferred through various entities 
to CMS to make it appear as though those entities were making 
payments on delinquent loans with CMS. 

11. It was a further part of the conspiracy that on or 
about March 3, 1989, defendants DAVID L. HALE and CARLES 



use CMS 


MATTHEWS , I with others known and unknown, would and 

' \ 

to transfer t hrough a separate entity the $275 . 000 .^ efeVred to 
in paragraph 10 above, back to the account at Prudential-Bache 



from which the money originally had been transferred. 


\ 


12. It was a further part of the conspiracy that on or 


! I 
I l 

i ! 
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about March IX, 1989, defendant DAVID L. HALE would and did make 
false representations to the^SBA i n co nnection with CMS's 
application to the SBA^for financing, concerningvthe payment 
status of certai;r loans . 

that CMS 


13. 


part 


would and did receive $900,000 in funding from the 

! / . 

result of the actions described in paragraphs 4 through 12^bove, 

which funding was granted to CMS on March 21, 1989. 
j I Overt Acts 

14. In furtherance of the conspiracy, and to effect 

the objects thereof, the following overt acts, among others, were 

/ 

committed in the Eastern District of Arkansas and elsewhere if 


\ 


V 


a. In or about September, 1988, defendants DAVID 


L. HALE and CHARLES MATTHEWS had a meeting with a Ppidential- 
Bache client of CHARLES MATTHEWS; 

bN^yin or about October, 198-8, defendant EUGENE 
FITZHUGH opened an account at Prudential-Bache ; 

c. On or about November 4, 1988, defendant DAVID 
L. HALE caused $400,000 to be transferred to CMS; 

d. On or about November 8, 1988, defendant 

n 

EUGENE FITZHUGH had discussions with an individual employed by 

Mclntire Numismatic Auctions, Inc.; 

j Xv '-—e On. .or about March 3, — 19 8 9, d e f endant\DAVID L. 

! \ 

HALE signed a check made payable to Liberty Mortgage, Inc .\ in the 

amount nf $37 ^ , nnn : 


> 27^1 
/ f. 


On or about March 3, 1989, defendants DAVID 
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L. HALE and CHARLES MATTHEWS had a meeting with an individual- 
employed by Liberty Mortgage^ Ino an ti, 

about March 13, 1! ^>sdefendant DAVID 
L. HALE signed letter addressed to the 

'States CocTeT- 


District of 



COUNT TWO 
November 4, 1988 
defendant DAVID L 


knowingly and willfully did make a statement knowing 


false , 


! 


the purpose of influencing 


for the purpose of obtaining money and 

\ 

wit, he represented that the source of 

V 

CMS was from his wife's sale of real estate, wherein 
the source of funds was in fact certain 
Bache to whick such funds had to be returned 
(Title nIS*, United States Code, Se 1 



COUNT THREE 

16. On or about March 13, 1989, in the Eastern 
District of Arkansas, defendant DAVID L. HALE, unlawfully, 
knowingly and willfully did make a statement knowing it to be 
false, far, the purpose of influencing the actions o^f^the SBA, and 
for the purpose of obtaining money and property f rom\ the SBA, to 
wit, he stage d, i n a Ipt ter to thg. SBA that Mahe Cnmrt bn i^ati ons , 
Inc. and .Sunbelt Group, Inc. have each paid their loans fn full 
to CMS since ^Septpnhpr 3Q f 19BB f when in fact they had n nt-i 
j /(Title 15, United States Code, Section 645(a).) 


6 
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COUNT FOTTO 

17. On or about^H^xch-3-j — the Eastern District 
of Arkansas, def endaAtT^DAVID L. HALE, in a nab« within the 
jurisdiction of an agency of the United States, unlawfully, 
willfully and/xnowingly ^ii<i'''Talsif y~, corTtreaJ^ and- cover\up by 

di^smake a\false, 
representatibp, tc\ wit, 
hac 


trick, scheme and 
fictitious/ and ^audulent 


isj ; 


he sent. the S8A a Form 1031 in which he stated that 


provided Liberty Mortgage, Inc. with $275,000 in financi\ 
working capital. 

\ (Title 18, United States Code, Section 1001.) 

A TRUE BILL. 



ROBERT B. FISKE\ £TR. 
INDEPENDENT Cp6lJNSEL 
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1ST STORY of Level l printed in FULL format. 

Copyright 1992 The New York Times Company 
The New York Times 

March 9, 1992, Sunday, Lace Edition - Final 
SECTION: Section 1; Part 1; Page 1; Column 4; National Desk 
LENGTH: 1785 words 

HEADLINE: THE 1992 CAMPAIGN: Personal Finances; 

Clintons Joined S.& L. Operator In an Ozark Real-Estate Venture 

BYLINE: By JEFF GERTH, Special to The New York Times 

DATELINE: WASHINGTON, March 7 


BODY: 

Bill Clinton and his wife were business partners with the owner of a failing 
savings and loan association that was subject to state regulation early in his 
tenure as Governor of Arkansas, records snow. 

The partnership, a real estate joint venture chat was developing land in the 
Ozarks, involved the Clintons and James 3. McDougal, a former Clinton aide 
turned developer. It started in 1979, and at times money from Mr. McDougal' s 
savings and loan was used to subsidize it. The corporation continues to this 
day, but does not appear to be active. 

Mr. McDougal gave a detailed account of his relationship in several 
interviews in the last two weeks. This account, along with an examination of 
related local, state and Federal records and interviews with dozens of others in 
Arkansas, found the following: 

•Available records covering the most active period of the real estate 
corporation, called Whitewater Development, appear to show that Mr. McDougal 
heavily subsidized it, insuring that the Clintons were under little financial 
risk m what turned out to be an unsuccessful enterprise. The corporation bought 
200 acres of Ozark Mountain vacation property and planned to sell it in lots. 
During this period, the Clintons appear to have invested little money, so stood 
to lose little if the venture failed, but might have cashed in on their 50 
percent interest if it had done well. 

•The Clintons and Mr. McDougal disagree about what happened to Whitewater's 
records. Mr. McDougal says that at Mr. Clinton's request they were delivered to 
the Governor's mansion. The Clintons say many of them have disappeared. Many 
questions about the enterprise cannot be fully answered wit. tout the records. 

•After Federal regulators found that Mr. McDougal' s savings institution, 
Madison Guaranty, was insolvent, meaning it faced possible closure by the state, 
Mr. Clinton appointed a new state securities commissioner, who had been a lawyer 
in a firm that represented the savings and loan. Mr. Clinton and the 
commissioner deny giving any preferential treatment. The new commissioner 
approved two novel proposals to help the savings and loan that were offered by 
Hillary Clinton, Governor Clinton's wife and a lawyer. She and her firm had been 
retained to represent the association. 
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•The Clintons improperly deducted at least 55,000 on their personal tax 
returns in 1984 and 1985 for interest paid on a portion of at least $30,000 in 
bank loan payments that Whitewater made for them. The deductions saved them 
about $1,000 in taxes, but since the error was more than three years ago. 
Internal Revenue Service regulations do not require the Clintons to pay. 


The complicated relationship between Mr. McDougal and the Clintons came to 
light in an investigation by The New York Times of the Clintons' tax records and 
business relationships. It raises questions of whether a governor should be 
involved in a business deal with the owner of a business regulated by the state 
and whether, having done so, the governor's wife through her law firm should be 
receiving legal fees for work done for the business. 


Confusion Is Cited 


Asked about these matters, the Clintons retained two lawyers to answer 
questions. The lawyers said the improper tax deductions were honest errors, made 
because there was confusion over who really owned a certain piece of Whitewater 
property and who was responsible for the loan taken out to buy it, Whitewater or 
the Clintons. 


The deed for the land and the loan papers are all in the Clintons' names. 

The lawyers said they were not in a position to answer questions about where 
the money that went into Whitewater came from. But generally, they said they 
thought neither the Clintons nor Mr. McDougal had profited from the venture. 

They also said the Clintons were once liable for about 3100,000 in bank loans 
that financed Whitewater's original purchase of land. But the lawyers have only 
been able to find original documents showing $5,000 chat the Clintons paid. 

Some questions about the relationship and the Clintons' role in it may be 
difficult to resolve because of differing accounts and the missing records. 

The two lawyers representing the Clintons are Susan ?. Thomases, a longtime 
friend, and Loretta Lynch, a campaign aide, who participated in several hours of 
interviews at Ms. Thomases' Manhattan offices Thursday and Friday. 

Payments on Debt 

The records chat are available, and Mrs. Thomases' account, show chat 
Whitewater made payments between 1992 anc 1935 on Mrs. Clinton's 330.300 real 
estate debt, reducing the debt by about $16,000 while also paying at least 
$14,000 in interest. At least one of those checks was signed by Mr. McDougal. 

Mrs. Clinton originally borrowed Che 330,000 from a bank also controlled by 
Mr. McDougal, Bank of Kingston, but "Hillary took the loan on behalf of the 
corporation," Ms. Thomases said. That, she explained, is why Whitewater made the 
payments . 

The Clintons' 1984 and 1985 tax returns show chat they took deductions for 
interest payments of $2,811 and $2,322 chat Whitewater had made. 

"It clearly is an error." Ms. Thomases said. She noted that the tax returns 
for chose years were prepared by accountants in Arkansas. 
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The Clintons' gross income in 1984, as reported on their tax returns, was 
about $111,000 and they paid $22,280 in Federal taxes. In 198$, their reported 
income was about $102,000, and they paid $18,791 in Federal taxes. 

Longtime Friendship 

Mr. Clinton and Mr. McDougal had been friends since the 1960's. when Mr. 
Clinton became the nation's youngest Governor at 32 years old, he took Mr. 
McDougal into his administration as an aide for economic development. It was at 
about this time that the men formed Whitewater. 


A few years later Mr. McDougal, having left government in 1979, bought 
control of a small savings and loan association, Madison Guaranty, and built it 
into one of the largest state-chartered associations in Arkansas. 

3ut over time, the savings and loan got in trouble, like many others around 
the country. Finally Federal regulators took the savings and loan away from Mr. 
McDougal, and a Federal grand jury charged him with fraud, though he was 
acquitted. The Clintons were not involved in those proceedings. 

Mr. McDougal began having personal problems, too. He was found to be 
suffering from manic-depressive illness, though he was judged competent to stanc 
trial. In the interviews, Mr. McDougal appeared stable, careful and calm. 

A year after the Clintons and McDougals bought the Ozark Mountain property 
and founded Whitewater Development in 1979, the corporation bought a modular 
house for about $22,000 and placed it on one of its lots. That lot was then 
conveyed to Mrs. Clinton, and the deed indicates that she paid nothing for it. 
Ms. Thomases says this was an error by Whitewater. The deed, she said, should 
have shown the price and said that Mrs. Clinton paid. 

But the house was carried on the books as a Whitewater corporate asset and 
used as a model house to attract other buyers, according to Whitewater records 
produced by Ms. Thomases. Because the records are incomplete, it is unclear 
exactly what happened. But about the same time, Mrs. Clinton personally borrowec 
$30,000 from Mr. McDougal 's bank to pay for the house and the lot. 

Ms. Thomases- said Mrs. Clinton and the corporation regarded this as a 
corporate debt, though it was in Mrs. Clinton's name. The corporation included 
no one out tne Clintons and the McDougals. It was mis dent cnac Whitewater mao. 
payments on until the end of 198$. 

One year after acquiring the property, Mrs. Clinton sold it for $27,500, witr 
pavments to be made over time, records show. It is not clear who received the 
buyer's down payment of S3, 000. 3ut Ms. Thomases said it was the corporation 
mat took the loss on its books. A few years later, the buyer went bankrupt and 
stopped making payments, and then he died. 

In 1983 Mrs. Clinton bought back the house from the estate of the buyer. 
Records snow tnat she paid S3, 000 and then resold the property a snort time 
lacer for about S23,000. after closing costs. The Clintons reported a capital 
gam that year of SI, 640 . 

Ms. Thomases explained that the capital gain was small because, as part or 
that transaction, Mrs. Clinton had to pay off Whitewater's remaining 5*13,000 
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debt on the property, originally incurred by Mrs. Clinton. The payments the 
previous owner had been making to Whitewater before he went bankrupt had been 
used to help pay off that debt. 


Account Overdrawn 


It was during the period when Whitewater was making the Clintons' loan 
payments that Madison Guaranty was putting money into Whitewater. 

For example, Whitewater's check ledger shows that Whitewater's account at 
Madison was overdrawn in 1984, when the corporation was making payments on the 
Clintons' loan. Money was deposited to make up the shortage from Madison 
Marketing, an affiliate of the savings and loan that derived its revenues from 
the institution, records also show. 

It was also in 1984 that Madison started getting into trouble. Federal 
examiners studied its books that year, found chat it was violating Arkansas 
regulations and determined chat correcting the books to adjust improperly 
inflated profits would "result in an insolvent position, • records of the 1984 
examination show. 


Arkansas regulators received the Federal report later that year, and under 
state law the securities commissioner was supposed to close any insolvent 
institution. 

As che Governor is free to do at any time, Mr. Clinton appointed a new 
securities commissioner in January 1985. He chose Beverly 3assett Schaffer, a 
lawyer in one of che firms chat had been representing Madison. 

Fund-Raising Ideas 

Ms. Thomases, after talking to Mr. Clinton this week, said the Governor 
chose her because they were friends, and because he wanted to appoint a well 
qualified woman to an important post. 

In interviews, Mrs. Schaffer, now a Fayetteville lawyer, said she did not 
remember the Federal examination of Madison but added that in her view, the 
findings were not "definitive proof of insolvency." 

In 1985, Mrs. Clinton and her Little Rock law firm, the Rose firm, twice 
applied to tr.e Securities Commission on oenalf of Madison, asxing that the 
savings and loan be allowed to cry two novel plans to raise money. 

Mrs. Schaffer wrote to Mrs. Clinton and another lawyer at che firm approving 
che ideas. "I never gave anybody special treatment," she said. 

Madison was not able to raise additional capital. And by 1986 Federal 
regulators, who insured Madison's deposits, took control of che institution and 
ousted Mr. McDoucal. Mrs. Schaffer supported the action. 
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RTC 

Resolution Trust CorooraHon 



Name/F: MADISON GUARANTY SAVINGS i LOAN 

Location t 16TH ANO MAIN, P.O. BOX 1583 

(Streec/City/State/Ilp) LITTLX ROCK, ARKANSAS 72306 

CERTIFICATE NUMBER! 

If activity occurred at branch office(e), pleaee identify! 

2. ASSET SIZE OF FINANCIAL INSTITUTION! S118,8SS,QOO 

3. APPROXIMATE GATE ANO DOLLAR AMOUNT (PRIOR TO ANY ALLOWANCE FOR RESTITUTION OR RECOVER!) 
OF SUSPECTEO VIOLATION: 

Sate: ( Month/Oay/ Year ) Time frame between 12/84 and S/3S 
Amount: Eetunated at S35Q.OOO to SI, 000,000 


4. SUMMARY CHARACTERIZATION OF THE SUSPECTED VIOLATION. Check appropriate box(ea) 


1 1 

i Deftlanon/'&m&raJtrtx-ni | 

n 

| Bnbcrr/Grtniifr ] 

x I 

Check Fraud 

. 1 

[ Other Bank Praud j 


| PtUe Statement 

X 1 

| Mituae o f Ponoon or Self OeaUnf ! 


! CredU Card Pnud j 

.-1 

| For^tpf 

1 * i 

1 CHeek Kilinj | 


| Mvatenoua Oiuopcanjtea | 

1 

| Vowr LtModennf j 

1 * 1 

1 Comeinc? ! 


applicable Sectlonfei of,*he U.S. Codet 



i8 use : 

Ajdin* 4 Ab«mfl| 


ii usc ia» 

Computer Pnud 


« use uz 

Cooceeimeat of Aeta 


II USC 1S4t 

Mail Praud ! 


i8 use :ts 

Bribe rrfOrrtvtrr 


II use 1343 

Vn Praud | 

X I 

is use m 

CoMoncr 

X 1 

11 USC 13a 

Beth Fraud 

X 1 

II USC 437 

Dcf&laiioa/E/nbeaMmcai/MjroM of Pacino* 


18 usc iat 

Farlwtr 


is use tem 

Ptbe Sliruscac to Federal Aweary 


18 USC 1951 

RarteU«nn| 


it use tow 

P(Im Eater 


« USC 1954A957 

Money Liunden&i 


it use tour 

PtUe Sutcme et/Documtoi 


II USC 2113 

Efitcno< Fuuonel Ino. w/1ni«at to 
Cotamn Petooe 


is use 1014 

FiIm Satetneai to Piaaacui (nentunea 


18 USC ZJt4 

Trtaaporuooe of Siofea Geode. 

j| 11 use I 0 » 

Credit Card Fraud 





(jOOSSl 


PLSOO 16S 


761 


m^dison guaranty savings a loa. 

CRIMINAL REFERRAL CXDl 
A UwUST 31. I W7 

face 2 


THIS HATTER IS BEING RE TE RAID TO* 


FBI , Little Rock , Arkansas 

U.S. Attorney, Eastern District, Little Rock, Arkansas 

PCRSOHCS) SUSPECTED Or CRIMINAL VIOLATION: Complete eubpar.gr aph. [.) through (.1 on 
mh Hdlvuu.l .uepecc'd of criminal activity. (if cnor. than on.! ua. con?ini!t^ 
ih«.t). Includ. primary suspects only. Individual, who may hav. knowledge oC lnm 
"!!* P !H t w Cr ,Y Bln !. 1 * CClvlty * but who th.ma.iv.. suspected of being Involv.d 

-hould b. listed a. wi.cn.. a. i und*r It.m 10. Pcovid. any additional details known w V th 
r**p*ct to prior r.f.rrala or affiliation.. 


NAME: (Plr.t/MI/La.t) 

ADDRESS: (Street/Clty/State/Up) 
DATE Or BIRTH: ( Monch/Day/Yesr ) 
SOCIAL SECURITY NO: 


McDougai, Jim. 8. 
Currant Addr.a. Unknown 
Unknown 
Unknown 


R.latlon.nip to th« financial inatitution* (Ch.ck all applicaol. block.) 


X 1 OCTictr |j | Emptevr* J 

| BroUr | 

X | SkareAo^ax \ 

1 AppniMr 

X | Oirenoc || | A* e «i t 

| X | 3orrv*» i | 

X | Acrouat Holds: J 

| l I Owwcr/COB * i 


I. par. on .till affiliated with th. financial institution* 

Y** X NO 

If No, terminated , resigned . Date (Month/Oay/Year ) : 

Deacrib* circumstances* (If neca.aary, u.a continuation aheet) 

HcDouga 1 resigned from the Board of Director* In December 1985; however he 
remained active U th. Association • e day to day business. He was removed from 
th* Association when it was placed In Conservatorship by the RTC in 2/89. 

Prior or related referrals* ' 

X Ye* Ho 

* i 

If Yea, please identify. 

McDougai was Indicated, tried and acquitted in 1989 on chargee sensing from his 
activities at Madison Guaranty Savings & Loan. 

Is person affiliated with any other financial institution; 

X Ye* Ho 

or business enterprise: A 

_ X Ye* no 

If yes to either or both, please Identify. 

McDouga l was a shareholder and Board Member of the Bank of Kingston, which was 
at on* point to be merged with Madison Guaranty; thrift record* indicate chat th* 
merger wa* called off due to iagal rajsif Icatione. 

McDougai la a principal In th* following business enterprise*: 

Madison Marketing Designers Construction 

McOouqa l 6 Associate* Madison financial Corporation HOUSE 

fiow.rwood farms, Inc. Whitewater Development Corp. , Inc. 

Peobrook Manor, Inc. Rolling Manor, Inc. 

Great Southern Land Co. Tucker-Salth-McDougal CJOO C 9^ 
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6 . 


Smlth-Tucker-McOougal Smith- McOougal 


PERSON { S ) SUSPECTED Of CRIMINAL VIOLATION! Complete subparagraphs (a) through (a) on 
sach individual suspect'd of criminal activity. (If more than one, use continuation 
sheet ) . Include primary auspects only. tndlvlduala who may have knowledge of tho 
auapect criminal activity, but who aro not themselves suspected of being involved, 
ahouLd bo liatod aa wltnaaaaa undar Item 10. Provide any additional dataila known wLth 
ratpact to prior rafarrala or af f lllatlona. 


NAME: (f irat/Mi/Laat ) 

ADDRESS i (Straot/Clty/Stata/tip) 
DATE or BIRTH! (Month/Oay/Taar ) 
SOCIAL SECURITY NOi 


McOougal, Suaan H. 

Unknown 

Unknown 

Unknown 


b. Ralat ionahip to tha financial lnatitutiont (Chock all applicable blocks) 


| OffWr 

j Employ** 1 


| Broker 

jjL 

| SXisthotdar | 

| | App niwr j 

X | Oimrw f 

j | | 

|* 

| Borrow/ 

j* 

| Arccwnt HokJcr t 

j Other, ipesthr 


c. la peroon still afflliatad with tha financial institution! 

Yee X No 

If No, tarminatsd , resigned X . Data (Month/Day/Yaar ) s 

Oaacrlba circumstances i (If nacaaaary, uaa continuation sheet) 

Suaan McOougal resigned from tha Board of Olractora in December 1985, 
remained active in the day to day activities of tha association's subsidia.. 
operations. 

d. Prior or related referrals! 

Yes X No 

If Tee, please identify. 


Is person afflliatad with any ocher financial institution; 

_ __ __ Yea __ _ No Unknown at this time 

or business enterprise! 
t Yea No 

If yea to either or both, please Identify. 

Susan McDougai ie a principal in tha following business enterprises! 


Madison Marketing 
McOougal & Associates 
flowecvood Tanne, Inc. 
Pembrook Manor, Inc. 
Great Southern Land Co 
Smlth-Tucker-HcOougal 


Oeeigners Construction 
Madison financial Corporation 
Whitewater Development Carp., Inc. 
Rolling Manor, Inc. 

Tucker- Smith-McOougal 
Smith- McOougal 


HOUSE 

000S83 


PL50018S 


763 


MADISON GUARANTY SAVINGS A LOA 
CWVXSaL REFERRAL 0001 

august )i. im 

PAGE * 


6. 


PERSOM(S) SUSPICT20 OP CRIMINAL vtOLATIOHi ConpUet *ubpar agraphs [a| through (•] on 
each individual suspected of criminal activity. (If nor* than on*, ua* continuation 
ah«*t ) . Includ* primary au«p*cta only. Individual* who may hav* knowledge of th* 
auap*ct criminal activity, but who ar* not th*ma*lv*a suspected of being involved, 
ahould bo listed aa witn*aa*a under Item 10. Provide any additional detail* known with 
reapect to prior r*f*rral* or affiliation*. 


a. NAKEi (Pirat/MI/Laat) 

ADDRESS : ( Strset/Clty/State/Zlp) 
OATS OR BIRTH: (Honth/Oay/Ysar ) 
SOCIAL SECURITY NO: 


Anapaugh, Llaa 
Unknown 
Unknown 
Unknown 


b. Relationahlp to th* financial institution: (Check all applicable block*) 


| orrvw 

| Emplow* i 


Braiir | 


ShsrefvoMWf 


AppriiMf 

| Ou-enor f 

1 I Ar«« 

Ll 

Borrow, r | 

X 

Arrow (H MoMct 

X 

MrOowjU luoriit 


c. I* person atlll affiliated with the financial Institution: 
Ys* X No 

If No. terminated , resigned . Oate (Month/0ay/Y*ar ) : 

Oaacribe circumstance*: (If necessary, ua* continuation sheet) 


d. Prior or related referral*: 
Ye* X No 

If Yea, ploase identify. 


*. I* person affiliated with any other financial Institution: 

Ye* No Unknown at this tim* 

or bualneae enterprise: 

—1— 

If ye* to either or both, plea** identify. 

Anapaugh was allegedly a partner with Susan HcDougal In several companle*. anc 
aaeisted HcDougal with her ’bookkeeping* for the KcOougal** various companies 
Including: / 


Madison Marketing 
HcDougal 6 Associate* 
Plowerwood Para*. Inc. 
Pembrook Manor, Inc. 
Great Southern Land Co. 
Smlth-Tucker-McOougal 


Designers Construction 
Madison financial Corporation 
Whitewater Development Carp. , Inc. 
Rolling Manor, Inc. 

Tucker -Smlth-McOouqal 
Smlth-McDougal 
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EXPLANATION /DESCRIPTION OP SUSPECTSO VIOLATION. Provide a brief narrative description 
ot the activity giving rlaa to the referral, explaining wftat la unuaual or Irregular 
acout tha (rennet ion. Oetaiia will be provided later in the form. Tha purpose of 
thia paragraph la to provLda 4 auauiary daacription of tha ovarali tranaaction. iLlat 
applicable account number#.) 


8atwean February 198* and July 1987, James 3. HcOougal, Suaan H. McOougal, Lisa 
Anipaugh, Jla Cuy Tucker. Staphan A. Smith, 3111 Clinton, Hillary Rodham Clinton, and 
othar individual a who ara aa yat unidentified, vara prlncipaia in at laaat ona, and 
poaa ibly mora, of tha following companlaa and/or bualnaaa interest#, each of which 
maintained a checking account at Hadiaon Guaranty Savinge & Loan ( “MGSL* ) : 


Kadiaon Marketing 
McOougal & Aaaociatae 
Flowarwood Farms, Inc. 
Pembrook Manor, Inc. 
Craat Southern Land Co 
Smith-Tucker -McOougal 


Oea ignore Construction 
Madiaon Financial Corporation 
Whitewater Development Corp. , Inc. 
Rolling Manor, Inc. 

Tucker- Smlth-McOougal 
Smith-McOougal 


MGSL checking account ftiacorie* from September 198* through May 198S ware reviewed and 
analysed for each of these entities (hereafter referred to aa tha 'the combined 
companies*). The pacterne that evolved from thia review go back to February 1984, 
poa« loly earlier, and occur aa late aa July 1987. 

Outing thia time frame, aome or all of the prlnclpale of tha aforementioned companies 
allegedly allowed, or participated in, numerous questionable caeh flow and 'loan* 
tranaaction# between the combined compamee, and ocher financial inat itutiona . Tha 
transaction* reviewed and diacueeed harem will allege exceaaive overdraft* reeultlng 
In unauthor iced loan#, check kiting, poaeibla forgery (or at tha very leaat, extensive 
uee of unauthorised signatures), potential miaappropriat ion of fund*, poaaible illicit 
campaign contribution#, diversion of loan proceed*, and potential bank fraud; eacr 
theaa action*, compounded by the extended time frame during which they occurred, . 
cauaatlon to tha probability that aome or all of tha McDougal'a bueineea aaeociataa «. 
partner*, the collective principal* of theta combined companiae, had knowledge of theaa 
activities. Tha axteneive nature of thaea activitlaa could allegedly constitute 
ongoing criminal and regulatory violation# which lasted for a period of three or more 
years, and could have ultimately contributed to tha failure of tha Association. 


Although aome of theaa companies, auch as Madison jacketing, Haditon Financial 
Corporation, and riowarvood Farms appeared to be viable and active entitiee, the others 
appeared to be little moc^ than shell companiae with limited asseci, whose cheesing 
accounts went through sporadic flurries of activity, “money in/money out*, then 
reverted back to minimal bslancea with very limited activity. The account histories 
lndicats that the collective checking accounte for theaa entities Incurred very 
limited, if any, monthly service chargee, despite their below minimum balances, and 
lLmltsd overdraft charges regardless of the excessive number of overdrafts in several 
of the accounts. / 

An analysis of the aggregate checking accounts for theee entities between December 198* 
and May 198S reflects a minimum of 95 check transactions occurring by and between the 
combined companlea and/or outelde financial lnatltut lone . totalling $1,019,122. Thera 
were a minimum of *5 depot it transactions by and between the combined companies, 
affiliated persona and/or financial institutions which totalled $1,079,142. The 
resulting minimum number of “money In/money out* tranasctlons for theee combined, 
predominantly shell, companies was $2,098.26* over a * Lx month period of time. To 
produce all check* from each account, even for a elx month period of time, would have 
been cost prohibitive te well as labor Intensive; therefore, only randomly selected 
checks and deposit# were produced from film for the 12/8* - S/85 target time frame. 

The combined companies “lent* on* another in excess of $190,000 during the time frame 
of Oecember 198* through May 1985. There were 21 check# written, designated aa “loans* 
by and between the entitiee, that totalled S192,S86; however, there lftC83Sl- ndl ’ C4tion 
of any fora of repayment between the entitiee. Thia premise lend# support to the 
suspicion that the McOougal* a were utilising thee# shell companies as a personal, “cash 
cov“ from which to generate fund# for their own use, and to the further benefit of some 

or ' 4 ° r 
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or all of their business partners, Including loan payments to outalda financial 
lnatltutlona on behalf of tna vacloua partnerships. The McOougais’ allaqadly further 
uaad thata- anall companies to flltar funda from MCSL through Hadlaon Financial 
Corporation and it* a aubaldlariaa foe their own benefit. 

From Qsesmber 1984 through Hay 1988, tha paraonal checking account of Jare* a and Susan 
McOouqal (account # 424 ) waa fraquantly overdrawn, with overdraft amounts of up to 
$30,000, laating for two and three weeke at a time. Ouclng thla time frame, tha 
combined companies wrote at least 10 checks to James or Susan McOouqal. totallinq 
$83,170. calling tha funda ’loans". The minimum number of collective deposits from 
various sourcas shown qoinq into tha McOougal's account during the same time frame is 
In excess of $690,000, with checks qoing out of the account totalling over $622,300. 

{samples of James McOougal’s misuse of position are clearly lndicatad In tha number of 
checks which force paid throuqh the McOouqal 'a joint checking account in the tarqse 
time frame. The significant amounts, frequency and time span of the overdrafts are 
being alleged as unauthorized loans for tha purposes of this referral. Substantiation 
of these activities is outlined in tha following ssamplssi 

• On 1/28/88, check # $77 for $13,181.07 wee written from the McOouqai’s account 
to Worthen 3ank fer a Loan payment. The signature on the check raads "Jamas a. 
McOouqal". but bears no resemolanca to his actual signature. The day the check 
was written, tners ware insufficient funda Ln the account, at which juncture a 
$14,000 ’personai lean" was written from riowervood Farms (check # 179) to Jim 
McOouqal. (Susan McOouqal* s signature on the Flower-wood Farms check had also been 
forged). Oespite tha $14,000 loan, tha check to Worthen Bank waa force pxtd, 
overdrawing the McOouqal' e account by $<4.116.97>, where the balance remained 
until a deposit of SS, 127.04 arrLved from an unknown source. 

• On 2/7/88, Susan McOouqal aent check # $89 for $3,184.28 to the IR5» tha day the 
check was written the account was overdrawn by S<J,282.00>, and when the cr.-t - 
was force paid, the balance dlppmd to S<8,777,06>. The initial overdraft 
$<3,282.CO> was caused by the force payment of the previously mentioned checx . 
wotthen Sank. 

• On 4/4/85. Susan McOouqal wrote check # 688 for S3, 000 to tha 8111 Clinton 
Campaign Fund; the check waa force paid on 5/3/88 when the account was already 
overdrawn S<7,397.71>, increasing the negative balance to S<10, 897 . 73>. The same 
day. Flower-wood Farme wrote a $3,000 check to 'Madison Guaranty, which was 
apparently cashed: qiven the Identical dollar amounts, tha probability exists 
that these funds were also contributed to Clinton’s campalqn, which, if active 
solicitations for contributions wars occurring, could have provided tha impetus 
for his business associates to write checks totalling $6,000 to his campaign 
fund, one of which put the McOougal’s own account ln a $<10,000* negative 
balance. 

• On 4/19/68. check # 699 for 588,000 waa written on the McOougal’s account to 
Flovervood Farms; this was done to cover Flowervood’s existing overdraft of 
$<80,994.18* which occurred when an $86,612.68 check to Madison Guaranty was 
force paid. The S66.612.6S check (#196) waa a loan payment on McOouqal related 
loan #1891. The date that the check for $58, 000 wee written, the McOougal’s 
account balance was $19,429, and was subsequently overdrawn by $<28,077.62* when 
the check was force paid, documenting just one of many instances of chsck 
"kiting." The overdraft statue. on the McOougal's account was remedied by • 
$29,209.30 check from Exacucar, Inc. (allegedly the "car leaalng department" of 
Madison Financial Corporation), which was noted as a "refund on black 280 SL" 
Marcedaa which had been purchased by the McOougal’s on 4/18/88. A similar 
"refund" situation occurred with a $37,149.30 Madison countsr chsck, written to 
Jim McOouqal for an "88 380 5L Mercedes", signed by Henry (or Harry; signature 
almost illegible) Hamilton. Jim McOouqal had previously written check # 691 for 
$37,149.30 to Exacucar Inc. on 4/9/98. In one Instance, the funds wsre rsbatsd 
to tha McOouqal' e when their 'account balance wee ln an excaijg^gl state of 
overdraft. 
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• On 3/24/8$, chock * 760 foe S82.223.29 was Issued from the McOouqal'a account to 
Union National 9ank. alleqedly for a loan payment. The data the mack vaa 
written, the McOouqal'a account contalnad a balance of $963. 1 9 r Jla McOouqal 
procurad loan *2764 for $85,000 from MGSL. dtpoaitlnq tha funda Into thair }omt 
account to covar tha chock to Union National Bank. However, daapita tha 
dapoa Itad loan procaada, tha $83,233.29 chock waa forca paid, puttlnq tha 
McOouqal ' a account balanca at $<4,Q96.03> 

It ahould alao ba pointed out that tha McOouqal* a clearly diverted funda from thair 
MGSI* homo purchaaa and Improvement loan of $331,502, funded in 2/93, for other 
purpoaea. Over $100,000 waa diverted for tha purpoae of brlnqlnq principal and 
lntaraat payments currant on five aaparata MGSL loane, aa evidenced by McOouqal check 

* 611 for $9$, S62 . 62 , and chock 0 612 for $$,639.17. It ahould ba further noted that 
check *616 for $4,300 waa written from tha loan procaada to Lorene McOouqal, a 
relative, for undleeloaed purpoaea. 

Zn addition to McOouqal* a blatant mlauaa of poeitlon in allowlnq hia paraonal account 
to oxiat in aueh an overdrawn atata, ha allowed the same circumacancea to occur with 
tha combined ahall companiaa aa wall. Between 12/94 and 3/8$, there were 16 overdraft 
aituaclona within the accounta of tha combined companiaa. Tha majority of thaaa 
overdrafta ware cured by dapoeita from one company to another, sometimes by *kltinq' 
funda between accounea m which inaufflciant balaneaa exiated. Thla allaqaoly happened 
on at leaat two oceaeLoni with Whitewater Development, who evidently had another 
account (poeeibly at Sank of Klnqaton. now Madieon Sank 6 Truat), into which funda ware 
dapaaited from the MGSL Whitewater account, leavinq it In an overdraft atatua. 

Oucinq the tarqet time frame, Whitewater Development wrote a minimum of l6 checka, 
tot alllnq $70,639.41. Of theae 10 checka, five checka totalllnq $60,62$ ware written 
on inaufflciant funda. ?he anauinq overdrafta were covered by funda froa the other 
combined companiaa, aome of which were provided by bank loana. Some of the Whitewater 
checka with sore alqniflcant dollar amounts, auch as check 0 118 for $7, $00, and / 128 
for $3,071.23, were payaole to The Bank of Cherry Valley for principal and Interest e- 
two aeparate loana, and were written on Inaufflciant funds. Check 0 118 was force palt 
overdrawinq Whltewacsr'a account by $<?,492.04>, where the balance remained until chee 
0 152 from Tucker-Smlth-McOouqal for $7,S00 waa deposited Into whltewaeae'a account. 
The clreumatancee aurroundlnq Whitewater check 0 128 ware similar, only the deposit 
, came from the combined accounte of Roliinq Manor, Tucker-Smlth-McOouqal, flovecvood 
farms and Pemorook Manor. Maurice Smith, principal and/or loan officer of the Bank of 
Cherry Valley, is allaqedLy a ionq time associate of Jim McOouqal. Smith was alio a 
frequent caller to JLm McOouqal, accordinq to the MGSt,' phone measaqe loqa. 

Each Instance In which WM/tawater * a action* cesulted In an overdraft, no service charqe 
or fees were assessed, with the exception of two in 1985, both of which were refunded. 
The two larqeat checka written by Whitewater durlnq thla time frame, eheck *137 for 
$25,000, payable to Otarks Realty Co., and cheek 0 138 for 530,000, payable to James 
McOouqal (alleqed "loan repayment* - althouqh the records show no Indication of any 
loan from McOouqal to Whitewater) were both forced paid ae there were lnaufficlent 
funda in the account to cover either check. When the $25, 000 eheck paid, placinq the 
balance at S<24 , 470. 90>, the overdraft wae covered by a check from flowervood Parma for 
$24,455.90 (the amount of the overdraft, leas the $15 service charqe which was later 
refunded). The flowervood funda came froa the proceeds of a $135,000 caahlara chock 
drawn on Stephens Security Bank, Stephens, Arkansas. The $30,000 eheck written from 
Whitewater to James McOouqal was written whan Whitewater had a balance of $270. 13, 
when the check wae force paid, the balance went to $<29 , 744 , 87>, where It remained for 
two weeks until a $30,000 check from Madlaon Plnancial Corporation (subsidiary of MGSL) 
was depoaited into whltewacer'a account. There was no explanation qlven aa to why 
Madlaon Plnancial would have qlven (or even *loaned*) Whitewater Development $30,000. 

At this juncture, it ahould be noted that shortly after the tarqet time frame, in 
October 1985, the MGSL Board of Olrectore minutes reflect that Madlaon Plnancial 
Corporation was overdrawn by $2.7 million* the Board subsequently voted to call the 
overdraft *an investment In the service corporation*, ae up to 6% of the Associations 
assets could be invested in service corporations, from a requlatory atffBdpolnt. It 
ahould be further noted that the $30,000 check Ja me a McOouqal received from Whitewater 
wae endorsed to Earth Movara, Zne. , (whose principal la foraer Senator J. Puibrlqht: 
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who subsequently endorsed It to Madison Guaranty for the purpose of obtaining a 
cashier * a check (drawn from MGSL account #7001312, transaction / 780 1 ) . The cashisr's 
chack la currantly unavailable, to tha final daatination of tha funds is ysc 
undetermined. 

In addition, it should be pointed out that tha racorda of tha former MGSL Chtsf 
Financial Offlcar. Greg Young, raflsct a $30,000 "reserve* payment anticipatad from 
Whitewater Development in 10/9$ for an "engineering survey"; this information appears 
on a flow chart relating to Hapia Craak Parma, a land investment /aubdivla ion 
development of Madison Financial Corporation, and a second tier subsidiary of Madison 
Guaranty Savings 6 Loan. In addition, every month during tha target tLme frame, Susan 
McOougal deposited a chack for S28S.13 from Logan Charter Servica into tha Whltswatsr 
account; these funds were diverted from tha Sank of Kingston to whom they vara ail 
payable, and endorsed by Susan McOougal to Whitewater's MGSL checking account In an 
apparent sffort to keep a minimal balance in tha account. 

forgery is also ailagad to be a possible factor in several of tha chscks written on the 
Whitewatar account. According to tha MCSL signature card for Whitewater Development 
Corporation, Inc., the only signatory on tha account Is Susan McOougal; however, tha 
signaturs on the card allegedly bears little reeemolance to Susan McOougal* a actual 
signature. It is interesting to note that tns S25.000 cneck written on tha Whitewater 
account to Ozarks Realty Co., haa “James S. McOougal* signed to it even though he ia 
not a signatory on the account. Tha signature on tha cneck was allegedly signed by 
someone elae. whose handwriting bears a striking resemblance to that of Lisa Anapaugh. 
a McOougal businsae aasoclate in a number of other enterprises. In fact, Ms. Anapaugh 
allegedly forged or signed both James and Susan McOougal' s signature to checks drawn 
on all of tha combined companies accounts on numerous occasions during tha time frame 
in question. Although it least one of the checks written by Whitewater to the Bank of 
Cherry Valley wai actually signed by JLm McOougal, moat of them were signed "Jamas 3. 
McOougal*. allegedly by Susan McOougal or Lisa Anapaugh. If these were not actual 
inatancas of forgery, par aa, than theca ware certainly numerous cases of unauthontsd 
aignaturaa on tha accounts. That being tha case, tha McOougal's apparently sat few 
parameters for "signaturs authority* an their personal and corporate accounts, with 
multiple checks showing no isse than three different aignaturee far "James B McOougal" 
and no leaa chan four different aignaturee for "Suaan H McOougal*. 

An overview of tha Whitawater account history supports possible criminal action on tha 
part of Susan McOougal, Lias Anapaugh, and at Isaac one other Individual, for ailagad 
forgery, or unauthorized signatures in tha name of Jama* B. McOougal (and in tha case 
of Lisa Anapaugh, tha name of Susan McOougal) on numerous checks. In addition, tha 
fact that Jamas McOougal was not a signatory on tha account, but signed checks 
regardless of that fact, shows his rscklass disregard for regulatory requirements and 
banking laws. McOougal's documented wililngneee to allow tha frequent overdraft status 
on tha Whitewater account, ensuring that loans payments were made and corporate 
obligations oat, served hie own benefit aa well as that of some or all of his business 
partners. Although circumstances point to the probability that some or all of hla 
bualneas partners were aware of the activity taking pikes within the Whitewatar 
partnership and corporate checking accounts, there ia Insufficient evidence st this 
time to prove that they had knowledge. Consequently, these Individuals will appear on 
the list of witnesses contained at the and of this referral. 

Similar instances were allowed to occur with the account of Tucker-Smlth-McOougal . 
whose principals were James McOouga’l, J La Guy Tucker and Stephen A. Smith. The 
following examples are noted; 

• On 1/22/8S, check #161 for S3, 894. 66 was written to First Commercial Bank for 

"interest* on a commercial loan. James McOougal's signature vaa allagedly signed 
or forged by Susan McOougal, who was technically the only signatory on the MGSL 
aignature card. The date the check was written, the account did not contain 
sufficient funds, and aubsequently want into an overdraft status of $<3,9S3.CO> 
when the check force paid. The overdraft was cleared with a chack from 
flowerwood Farms (#176) for $3, $00 on 1/28/0$. __ 
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• Oft 3/13/85, chack $ 166 foe $4,000 wee written to Citizen'* Bank foe "release daed 
Madison County*. Jame* MeOougal** signature wa* yet again allegedly signed by hi* 
wtf*. Suaan. The data the check vaa written, the Tucker-$*lth-KcOoug*l account 
did not contain aufflciant funda, and tha account want Into overdraft atatua of 
$<3,027. 69> when tha chack vaa forca paid on 3/19/85. Tha account maintained an 
ovaedeaft atatua until 4/9/85, vhan a dapoalt of 59,189.69 vaa eacalvad from 
Plovarwood Tarma (chack 4 193). Tha funda f cot* Plovarvood Taras vara exactly 
anough to eovat tha extatlng ovaedeaft, plua covae Tuckac-Smlth-McOougal chack 
4 169 for $5,664.73 wnlch had baan wclttan to Citizen** Bank of Marahall, 
Arkansas, on 4/1/85 bafoea thaca vaca aufflciant funda available to honor tha 
chack* 

' • On 3/11/35, fleat Mortgage, Inc. weota chack 4 5923 foe $1,150 to Madison 
Guaranty Savlnga and Loan. Thla chack vaa allagadly andoraad by Suaan MeOougal 
for Madison Guaeaney, and dapoaltad to tha account of Tuckar-Salth-HcOougal tha 
day bafoea a 52,500 chack vrittan to Whitewater claaead tha account, laavlng a 
balanca of $72.31. 

Similar inatancaa involving tha r Iowa rwood Parma account hava baan pravloualy avldancad 
througn tha examplea uaad In conjunction with tha Mc0ougal*a paraonal chaeklng account. 
Additional apaciflc information on activity in aach of tha comblnad account* will ba 
forthcoming m tha chronology of avanta which follova. 

Tha axtant of tha foragomg actlvitlaa will aubatanclata thla referral"* allegation* 
of chack kiting baevaan tha ralatad antltlaa (*th« combined companlaa*), a a, wall a* 
tranaacclon* between MeOougal* ■ paraonal account and tha comblnad companlaa. Thla 
rafarral will further allege that, due to the extended period of time over which theae 
tranaactlona occurred, thaaa action* ware probably known to some or all of tha 
prlncipala of tha comblnad companlaa. Each of thaaa principal* appear on tha witnaaa 
llat, aa there 1* inaufflclent evidence at thla tlaa . aa pravloualy atatad, to prove 
that they had knowledge of thaaa activieiaa. Thla range of evence further aarvaa to 
aupport tha allegation* of forgery, alauee of poaitlon, dlveralon of funda, and 
probable bank fraud a* wall a* conapiracy to defraud tha Inatltutlon on tha part of 
Jame* MeOougal, Suaan KcOougal and LJLa* Anapaugh. 

7b. GIVE A CHRONOLOGICAL AND COMPLETE ACCOUNT OF THE SUSPECTE0 VIOLATION: (Uaa continuation 
** ahaac. If nacaaaary. ) 

« Palate kay event* to document* and attach copie* of ((hoe* document* 

For purpoaa* of clarification, the following chronology of avanta la broken down by 
entity account, and In the caaa of Jamea 6 Suaan MeOougal, by individual*. 

Jama* 8. and Suean H. KcOougal, MGSL Account 4 424 

1/28/BS Chack 4 $77 for 513,131.07 vaa L«*u*d to Worthen Bank for principal and 
Interaet payment on a loan* Jama* MeOougal* a eignaeura appear* to have 
been forged, or signed by an unauthorised party on hi* behalf. Thera ware 
Inaufflclent funda In the account that date check 4 577 wae written; 
however, the MeOougal'* received a 'paraonal loan* of $14,000 from 
Flowarvocd Tarma, Inc. (check 4 179 - ahowlng an allagadly forged 'Suaan 
MeOougal* signature) on 1/29/35. Oespita the 514,000 *loan*/depoax.t, tha 
chack to worthan Bank wa* force paid on 2/6/85, leaving tha account 
overdrawn $<4,116.97>, where It remained until 2/7/85 whan a deposit of 
$5,127.04 waa received from an unknown source. 

2/5/35 Check 4 539 for *3,154.23 waa laaued to the IR8. The ehack wae allegedly 

signed by Suaan KcOougal. On the data It wa* written, the account waa 
overdrawn by $<3,232.00>. when the chack cleared on 2/19/85, tha 
account* « overdraft statue increased to $<8,777.0S>, A* previously noted, 
the Initial overdraft statu* on the account wa* cauead whan check 4 $77 
for $13,181.07 to Worthen bank wa* force paid. hqq«c 
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2/19/83 

2/19/83 

2/20/83 

2/21/85 

2/22/83 

2/22/85 

2/26/85 


2/27/85 


NOTE i 


3/1/83 


3/10/85 


Chack 0 611 foe $93,562.62 wu laauad too Madison Cuarancy Savings fi loan, 
for principal and lntaraat paymanta on flva McOougal ralatad Loana. Thl» 
chock claarad from loan pcocaada of 5351,502.80 dapoaitad to McOougal'* 
account on 2/22/85 . Tha procaada wara daslgnatad "purchaaa and ranovaclor. 
of homa* foe tha McOougala; howavar, ovar 5100.000 of tha procaada wara 
ultimataly divartad for tha purpoaa of bringing othar dabt currant. 

Chack 0 612 for $5,639.17 waa laauad to Hadlaon Guaranty Savings t Loan 
for lntaraat on a McOougal ralatad $85,000 unaacurad conaarcial loan. 
Again, tha chack claarad through tha funds providad by proeaada fro* tha 
homa loan. 

A dapoalt for $1,000 waa cradltad to tha McOougal's account; tha daposlt 
was chack / 181 from rlowsrwood Parma, allagadly slgnad by Suaan McOougal, 
and dapoaitad to thair account whan It waa overdrawn $< 1 1 , 687 . Q9>. 

Chack t 615 for $178,301.02 was laauad to Madison Sank £ Trust (formariy 
tha 8ank of Kingston) to payoff V 4 Sattawood Mortgaga at Pulaski Sank*. 
04 Sattswood is tha addraaa of tha McOougal's nau homa. It la racomreandsd 
that tha Pulaaki Sank cacordi ba raviawad to varlfy this information. 

A dapoait for $10,000 waa cradltad to tha McOougal's account; tha funda 
coming from Madison Marksting chack 0 238 payahla to Suaan McOougal, with 
no apaciflc atatad purpoaa. Prior to this dapoait. tha McOougal's account 
was ovardrawn $<8,612.05>. t 

Loan procaada. in tha form of Cashlar'a Chack 0 2218 for $331,502, wara 
dapoaitad into tha McOougal' a account. Aa notad, this loan waa for tha 
atatad purpoaa of purchasing and rsnovating a homa. 

Chack 0 616 for $4,500 was laauad to Lorana McOougal, ona of Jim 
McOougal' a ralatlvaa. This chack did not indlcata s apacLfle purpoaa, arc 
claarad through tha funda providad by tha loan procaada. Aa tha 

McOougal' a wars contributing to tha Clinton Campaign fund during thia tima 
frama. It la rscommandad that a furthar Invaatigation ba undsrtakan to 
datsrmina tha possibility that thaaa funda wara providad to Lorana 
McOougal for tha poaaibla purpoaa 'of making additional campaign 
contributions on bahalf of tha HcOougala or Madlaon Guaranty. 

Chack 0 617 for 5450 was laauad to Lorana McOougal. Again, thara was no 
daalqnatad purpoaa on tha chack, which raiaaa tha praviousiy unanawarad 
quaation. Both cnacks to Lorana McOougal wara slgnad by Suaan McOougal. 

Chack 0 157 for $4,500 waa laauad to Madlaon Sank 6 Trust for lntaraat on 
loan 0 3376.72. This chack also claarad from tha homa loan procaada, 
putting tha dollar amount of funda dlvarcad for othar dabt to ovar 
$ 100 , 000 . / 

Xt appaara that tha McOougal's aach kapt thair own sat of chacka for thair 
account S424, and would apparantly writs chacka from which svar pad waa 
availabls at tha tima. Tha numbara on tha chacka fraquantly rsnga all 
ovar tha apactrun In a non-aaquantlal ordar. 

Chack / 158 for $8,250 waa laauad to Robsrc T. Wilson foe ‘paymant on 
nota*. Wilson's apaciflc rola in this transaction has not baan dafinad, 
nor has tha purpoaa of tha *nota” (loan) In quaation. Jim McOougal 
allagadly slgnad thia chack, whieh appaara to ba a fairly rara oceurranca. 

Chack 0 178 for $13,248 was laauad to Haynaa Auto, with no spaclflcaily 
atatad purpoaa, but would appaar to ba for tha purchaas of a car. Tha 
chack la slgnad "Susan McOougal*, but doaa not appaar to bo Susan 
McOougal's allsgtd signaturs. Thia chack claarad from tha homa loan 
procaada. Tha asms day chack 0 179 for $1,738 was laauad toHO^Mbs Auto, 
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3/io/as 

3 / 19 /as 


3/29/85 


4/4/85 


aqain with no specifically itittd purpose, And cheek f 180 foe S13.2S0 waa 
written to a Hr. Charles Sronaon, for no specifically seated purpose. All 
three of thaaa checks, totalling $28,236, cleared from tha proceeds of tha 
HcOouqal ' a homo loan. 

Chock / 181 for $4,8$2 waa laauod to ITT FLruee Int.; tha mamo flald ahowo 
aavoral loan numbers. Zt la recommended that raeorda ba aubpoanaad to 
determine tha nature of, and participants In. thla loan. 

Madlaon Cuaranty Savings laauad chack t 2104 for $30,750 to James 3. 
McOouqal for "reimbursement for loaaa auto purehaaad for Leaainq 
Department". It La recommended that furthor invaat Lqatlon ba eonductad to 
datarmina If thla w*i reimbursement for tha $14,980 In chocka written to 
Haynao Auto on 3/10, and poaalbly tha $13,250 chock alao wrlttan on 3/19, 
to Charlaa aronaon. If thla La tha caaa, tha chocka wrltton on 3/10 
totallad 528,236, Lndlcatlnq that Jamas HcOouqal waa reimbursed for $2, $14 
that ha did not actually apand. 

Chack $ 676 for $11,000 was laauad to Quapaw Title Company, with no atatad 
purpoaa. Thla tranaactlon would aaam to Lndlcata tha poaalbllity of a 
formal raal aatata aala or closing of aoma type; poaalbly ralatad to the 
purchaoa of tha McOouqal' a horaa. or ralatad In aoma mannar to tha S2S.000 
tranaactlon batweon Whitewater Oavalopmant and Otarka Realty Company. It 
la recommended that tha Quapaw TLtle Company and Oaarka Realty Company 
raeorda ba reviewed to aaaaaa tha purpoaa of tha $11,000 chack from tha 
McOouqala, and It' a potential ralatlonahlp to Whitewater and Otarka 
Realty, if any. 

Chock S 688 for S3, Q00 waa laauad to tha 8111 CLLnton Campaign Fund, and 
allaqadly alqnad by Suaan HcOouqal. Tha account balance on the data tha 
chack waa weittan etood at $<7,897.73>; whan tha chack claarad on 5/3, tha 
overdraft statue mcraaead to $<10 . 397 . 73>. Tha account balance remained 
at thLe Laval until 5/9 whan $5,281.21 waa dapoeited from an unidentified 
aourea. 


4/9/85 Chock / 691 for $37,149.30 waa laauad to Exacucar, Inc., allaqadly a 

auba idlary of Madiaon financial Corporation. The chack dLd not atata a 
■pacific purpoaa. whan tha chock waa written, tha account had a balance 
of $34, 538., 78; tha check claarad on 4/12 overdrawing tha account by 
$<10, 075. 00>. funda totalling eha exact a am a amount were dapoeited into 
tha McOouqal* a account on 4/22; tha aourea being a Madlaon Cuaranty 
Savlnqa 6 Lo 'in counter chack for S37.149.30. allegedly aiqnad by either 
Harry or Henry Hamilton, with tha notation "85 H8 380 SL". It la 
conceivable that HcOouqal purehaaad tha car, and than aold It for the aama 
amount two waaka later. However, whan considered with tha fact that a 
similar situation occurred with HeOouqai and Exacucar 9 days Later on 
4/18, tha aala/purehaaa theory becomes Increasingly Implausible. 

4/17/85 A deposit of $33,000 was credited to tha HcOouqal* a account; tha source 
remains unidentified at thla time, but research continues. 

4/18/85 Check / 697 foe $29,209.30 waa laauad to Exacucar, Inc. for a black 
Harcadae. The aama amount waa refunded to tha HcOouqal’ a account by 
Exacucar on 5/1/85 whan their account waa overdrawn by $<28, 812. 96>. 3y 
this point tha McOouqal* a have evidently purehaaad, and althac returned or 
aold, two expansive care in a 10 day period of time. It la recommended 
that theaa transactions be further Invaat Iqated through the raeorda of 
Exacucar, Inc. to datarmina that nature of this activity. 

4/19/85 Chack / 699 foe $55,000 was laauad to riovervood rarasr thla waa a 'Loan* 
to cover riowervood'a existing overdraft of $<50,994. 17>, which occurred 
ae a result of an $86,612.66 payment to Madison Cuaranty Savlnqa £ Loan on 
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a HeOougal related loan. At the time the 555,000 check/"loan" tc 

Plowerwood wh writtan, the McOouqal’ a had $19,429.50 in their account. 
Whan the eheck waa force paid on 4/23, the McOouqal' a account 
overdrawn by $<28,077.82> 

5/1/85 

Check 0 723 for 51,707.30 waa iaauad to Madlaon Guaranty for the April and 
March payment! on McOouqal ralatad loan 0 1064. Tha account waa ovardrawn 
$<7 , 897 . 73> whan tha chack forca paid an 5/3/85. Tha and raault of tMi 
tranaaction appeara to ba tha McOouqal* a overdrawing thair account, 
reaultlnq in an unauthorized ‘loan* fro* tha Aaaoeiation, in ordar to pay 
tha Aaaoeiation foe thair April and March loan paymentai thaca appeara to 
ba littla, if any, logic to thaaa circumatancea. 

s/i/as 

Chack 0 704 foe SS0 waa iaauad to tha Qemocratic Party of Arkanaaa, for 
tha purchaaa of *2 Jaffaraon Jackaon 0*y dinnar tlckete". Tha account 
balanca waa $<5,826.J6> whan tha chack forca paid. 

5/15/85 

Chock 0 748 for 520.000 waa Liauad to Hadiaon Guaranty for tha purchaaa of 
Caahiar’a Chack 0 2704. Tha remitter an tho Caaniar’a Chack waa Earth 
Movar'a, Inc., vhoaa principal la J.w. Puibrlght, format Senator from 
Arkanaaa. fulbriqht andorsad tho chack "for dapoait only to lUqqa 
National Sank* on S/18. On 5/20, $20,000 waa dapoaitad into MC3oug«l‘i 
account whicn waa ovardrawn 5<i7,682.20> at tha tuna. Tha aourca of tha 
dapoait la undatarminad at thia tLme. It ia racommandad that Riqqa 
National 8ank recorda ba raviawad to datarmino tha poeeibillty that thaaa 
funda travalad from Pulbrlqht back to McOouqal, If ao, thia tranaaction la 
a likaly candidate for poaaiblo chack kiting. 

5/16/85 

A dapoait of $8,370 waa cradltad to McDouqal'a account, which waa 
overdrawn $<26.052, 2Q> at tha time. Tho funda came from Piowarwood Parma 
chack 0 204 for $190, Pembrook Manor chock 0 128 for $5,300, Graat 
Southern Land Company chack 0 126 for $180, Rollinq Manor ehack 0 212 for 
$2,400 and McOouqal fi Aaaociatea chack 0 107 for $300. Each of tha chacki 
waa deeignatad ae a ’loan*. 

5/24/85 

i 

Chock 0 760 for $83,233.29 waa Iaauad to Onion National Sank. whan tha 
chack waa writtan. tha account contained $963.19 McOouqal borrevea 
$85,000 from MGSL (loan 0 2764), and tha loan procaada wera dapoaitad into 
thair account to cover tha $83,233.29 check. However, whan tho chack 
cleared on 5/21, It waa forced paid, leaving tha account with an overdraft 
balanca of S<4,096.03>. 


Whitewater Development Corporation, Inc., Account 0 2301515 
Prlncipalat Jamee and Suaan McOouqal 


12/7/84 

Bill and Hillary Rodham Clinton 

Tho Vhltawatar account waa overdrawn by approximately $<6,0Q0>, whan a 
dapoait for $9,310 brought tha balanca up to $3,423.65. Tho dapoait w«a 
eado up of funda from tha accounta of tho combined companleai Tucker- 
Smith- McOouqal chack S 159 for $1,600, Rollinq Manor chack 0 198 for $330 
and Pembrook Manor chack S120 for $7,100. Each chack waa daaiqnatad aa a 
*loan # to Whitewater, and each chack waa allegedly alqned by either Suaan 
McOouqal, or Llaa Anapauqn aiqnlnq aa Suaan McOouqal. Onca tho dapoait waa 
credited, Whitewater iaauad chack 0 127 for $3,27.18 to eha Bank of Cherry 
Valley, taking tha account balanca down to $147.47. 

1/4/85 

Chock 0 128 for $5,071.23 waa iaauad to tha Sank of Cherry Valley. Tha 
check waa alqned 'Jamaa a. McOouqal" (who had no aiqnaturo authority on 
tho account) alleqediy by Suaan McOouqal, baaed on tho handwriting, Thia 
chack cleared tho Whitewater account on i/ll - the day after a dapoait for 
S4,660 waa made to Whltawater by tho combined companloa accounta. 
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1/10/85 

1/22/85 


2/15/85 


2/18/85 


2/21/85 


2/7/85 

3/22/85 


NOTE : 


Whitawatar racaivad « dapoait for 54,660 from tha combined company 
Account* of Rolling Manor, Tuckar Smith McOougal, Flowarwood farm* and 
Pambcook Minor, bringing th« account balanca to $5,095.27. 

Chack 0 129 for 51,000 wit Iaauad to Whitawatar Oavalopmant Corporitlon. 
with tha notation “Acct 317.5*. Th 1 • chack cl«ar«d on 1/28/ tha tana day 
that Flowarwood Farraa iaauad chack 0 177 for 51,000 to WhLtawatar. 
bringing th# account balanca up to $1,446.07. Without tha banaflt of th# 
dapoait from Flowarwood, tha chack vrittan by WhLtawatar to tha Bank of 
Charry Vallay would hava baan inauf f iciant . 

Chack 0 132 for 53,000 waa Iaauad to Chria Wada (an appralaar, according 
to MCSL Board Mlnueaa), with no apaclflc atatad purpoaa. Tha chack waa 
Aignad "Janaa 8. McOougal*, allagadly by Suaan McOougal. Thla chack 
claarad on 3/13, whan tha Whitawatar account waa alraady ovardrawn 
$<1,391 .03>, incraaaing tha ovardraft to $<4,891.03>. On tha sama data, 
thara waa a daposvt mada to tha Whitawatar account from tha combined 
companiaa account*, curing tha overdraft. 

Chack 0 133 for $1,625 waa iaauad to Charlaa E. Jamas “for accounting* 
aarvicaa. Tha chack waa aignad *Suaan McOougal*, allagadly by aoaeone 
other thin Susan McOougal. Thia chack claarad on 2/21/35, putting tha 
account into overdraft atatua by $<l,I92.06>. Th# account affectively 
atayad ovardrawn until 3/13, whan three dapoaita (two from tha combined 
companiaa and one from an undetermined aourca) totalling $8,800 ware 
credited. Tha dapoaita ware for $3,300, from tha combined . account a, 
$2,500 from Tucker Smith McOougal, and $3,000 from an unidentified aourca. 
Given the proximity of thia dapoait to tha S3, 000 chack written to Chria 
Wada, it la recommended that further reaearch be conducted to determine 
tha poaaibility of Wada “refunding* tha $3,000 back to Whitawatar, which 
could account for tha “oyatary dapoait. - 

Chack 0 134 for SI, 000 waa iaauad to Whitawatar development Corporation 
with tha notation “Account 317.5*. Tha data tha chack was written tha 
account balance waa S<1,192.06>, and whan tha chack cleared on 2/28, tha 
ovardraft atatua incraaaad to S<1,906.93>. Evidanca point* to th* 
probability that tha MCSL whitawatar account waa allagadly “awapping*, or 
kiting, chacka with a aiatar account at another bank, in ordar to maintain 
a cartain account balanca. «. 

Chack 0 135 fbr $650 waa iaauad to Charlaa James, again for “accounting* 
aarvicaa. Thia chack ciaarad tha account, taking tha balanca to $253.97 
on 3/22. 

Chack 0 137 for $25,000 waa iaauad to Oxarka Realty Company; tha purpoaa 
waa not atatad on the chack. Thia chack waa jlgnad “Jamaa 3. McOougal, 
allagadly by Lisa Anapaugh, baaed on the handwriting. Tha data tha chack 
waa written, Whitawatar* a account raflactad a balance of $258.97; whan tha 
chack force paid on 4/1, tha account waa ovardrawn by $<24, 470. 90>, which 
included a SIS ovardraft charge that waa later rebated. Tha account 
atayad ovardrawn until 4/9 whan a 524,455.90 dapoait waa received froc 
Flowarwood Farma (chack 0 194). Thia dapoait amount waa exactly the 

amount of tha ovardraft, laaa tha SIS ovardraft charga. Flowarwood Farms 
provided tha funda from a 5135,000 caahlera chack drawn on Staphana 
Security Bank of Staphana, Axkanaaa, which had previoualy baan dapoaitac 
to it* a account. 

According to varloue Oklahoma, Taxaa and New York newspaper report* froc 
March 1992, thia could have baan tha time frama in which Whitawatar was 
conducting transact lone regarding tha houaa that waa allagadly purenaaac 
and subsequently aold by Me. Clinton. It ia recommended chat tha 
Whitawatar and Oxarka Realty racorda b« raviawad to determine the 
poaaibility of any existing relationship between these two 3 Transact Iona , 
and tha nacura of any such ralationahip, if found. 
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4/9/as A dapoeie o£ 524, 455.70 w«« credited to Whitewater** account. As 

previously noted, the fund* came from Flowerwood Farm* check t 194. 

4/ 19/85 Check 0 U8 foe 530,000 wee laeued to J 8. MeOougel with the nocatian 
•loeri repayment* . w h«n the check wae written, the account balance waa 
$270.13; when the check force paid, the account wee overdrawn by 
S<29 , 744 . 87>. Thia check wae aigned *Suean McOougal*, allegedly by Liaa 
Anspaugh. James McOougal endoeaed thie 530,000 check to Earth Hover* Tnc. 
(J, w. Fulbrlghtl, who In turn endoraed It to Madlaon Guaranty for the 
purchaae of a Cashier** Check, drawn fro<a MCSL account $ 7001312, 

tranaaction $ 7801. Reaearch to locate the film of the Caahler'a Check la 
continuing. 

4/29/85 Check 0 139 for Si7 wae laeued to the Arkanaae Oiractor Finance 

Adminiatrat Ion for the 1985 corporate franchiee tax. The check waa signed 
*3uaan HcOouqal*, allegedly by Liaa Anepsuqh. 

4/30/85 A depoeit for S30,000 wae credited to Vhitewater'a account. the funda 
ware provided by Madlaon Financial Corporation, but no purpcee waa atated 
on the check. Thie depoeit brought the Whitewater balance from 
$<29,744.87> to S2S5.13. It la recommended that the recorda of Madlaon 
Financial Corporation be reviewed to determine the apeciflc buainaea 
purpoee of the funda remitted to Whitewater Development. The check from 
Madlaon Financial wae aigned by MCSL Chief Financial Officer, Greg Tcung, 
who waa alao reiponeible for creating the pravlouaiy referenced ‘Reserves* 
apreadaheec («ee referral summary) in which a 10/85 530.000 ‘engineering 
aurvey* fee waa to be charged to (or reaerved from! Whitewater 
Development . 


Tucker-Smlth-Mc.oougal, MCSL Account 0 23013S3 

Principals: June a 8. McOougal 
JLm Guy Tucker 
Stephen A. Smith 

1/22/85 Check $ 161 for 53,894.66 wae iaaued to Firac Commercial Sank for Intaraat 
on a loan. The check wae aigned ‘James 8. McOougal* , allegedly by Suaan 
McOougal. Jamea McOougal doee noe appear on the aignature card aa a 
aignatory on thie account. The dace the cfieck wae written, the account 
balance did not contain aufflcient funda; when the check cleared on 1/28, 
the account yj*a overdrawn $<2,9S3.00>. The ease day, Flowervood Faroe 
made a 53.SOO “loan* (check 0 176) to Tucker Smith McOougal, allegedly for 
the purpoee of covering the overdraft. 

2/7/8S Check 0 162 for 53,000 wae iaaued to Jamea 8. McOougal aa a ‘personal 

loan*. The check wae allegedly written and aigned by Suaan McOougal. Thia 
check waa deposited to McOougal** account alonq with a check from Madlaon 
Financial Corporation for 52,127.04 noted ae "salary* on the deposit slip. 

2/14/85 Check 0 163 for 5300 wae Iaaued to Jamea a. McOougal foe ‘petty cash.* 
Thie check waa elao allegedly written and aigned by Sueen McOougal. 

2/17/85 Check 0 164 for 51, 600 wae laeued to Charlee I. J amea for ‘accounting* 

servicee. The check waa aigned ‘Suaan McOougal* allegedly by someone 
other then Me. McOougal, and appeare to be the aignature snowing on the 
actual MCSL aignature card. Aa previously noted, the aignature on the 
MCSL account aignature card la not believed to be that of Suaan McOougal. 

3/ 11/85 A depoeit of 51,150 wae credited to the Tucker Smith McOougal account; 

according to the depoeit slip, the funde were related to 'Robert 
Annetrong*. However, the check wae actually payable to Madison Guaranty 
Savings, and endoraed on behalf of Madlaon Guaranty, allegedly by Susan 
McOougal, and subsequently deposited to the Tucker Smith account. 

Thie deposit wee made one day prior to the clearing of Tucker Selth 
McOougal check 0 165 for $2,500, payable to Whitewater Development. 
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3/12/85 Check 0 165 foe $2,500 was issued to Whitewater Development. This check. 

along with chacka from tha othac combined companies accounts totalling 
53,300, wara deposited to whitawatar on 3/12, curing an overdraft of 
$<4,891.03> Tha ovardraft aeacua in tha Whitawatar account was cauaad by 
tha forca pay of chack 0 132 for S3, 000 isauad to Chris Wads. 

3/13/8$ Chack 0 166 for 54,000 was Issuad to Citisans Bank for "release daad In 
Madison County" . This chock waa aignad "James 8. McOougai", allagadly by 
Susan McOougai. Tha data tha chack waa writtan, thsra wara inaufficlane 
funda in tha Tuckar Smith McOougai account! tha chack claarad on 3/19, 
ovardrawing tha account by $<3,927.60>. This ovardraft situation aaistad 
for throa waaks, until 4/9, at which tLaa a dapoait of $9,139.69 was made 
into tha account by chack 0 193 frooi riovarwood farms. Tha diffaranca in 
tha dapoait amount and tha naw account balanca, $5,664.73, waa exactly tha 
amount nacaasary to cowar Tuckar Smith McOougai chack 0 169 for $5,664.73 
to Cit itan * a Sank, writtan on 4/1 whan tha account was still ovordrawn. 

4/1/35 Chock 0 169 for $5,664.73 was isauad to Citlten'a Sank of Marshall, 

Arkansas Cor paymant on "notes 40071190 and 00031484*. Tha atatua of tha 
account at this time waa sufficiently discussed in tha foregoing Tuckar 
Smith McOougai transaction dated 3/13/35. 


flowarvood farms, Inc. MGSL Account 0 2301361 

Prlnclpalat Undetermined at this time * # 

12/11/34 Chack 0 170 for $3,000 was isauad to Jamas 8. McOougai. At tha time this 
chack was isauad, tha McOougai* a account waa overdrawn by $<4,09$, 39>. 
This deposit from flowarvood brought tha balanca up to $3,904.61 


1/10/85 

1/22/85 

1/24/85 

1/28/85 

1/28/85 

1/29/85 

3/12/85 


Chack 0 172 for SI. 430 was issued to Whitawatar Development as part of a 
$4,660 deposit. Tha funds from this dapoait wars allagadly used to cover 
Whitawatar* s chack 0 128 for $5,071.23 to tha Bank of Cherry Valley. 

Chack / 173 for $6,202.26 was Issued to first Commercial Sank for 
"interest on note / 00003613". The check was signed "James P. McOougai" 
allagadly by Susan McOougai. The date tha chack waa written, tha account 
contained a balanca of $866.74. However, on 1/23 a $28,500 deposit was 
credited to tha account, received from Bill Hanley (brother-in-law of 
Susan McOougai) allegedly for "20 acres in Pulaaki County". Tha chock for 
$6, 202. 26 cleared the flowarvood account on 1/2$. 

Chack 0 17$ for $3,500 was issued to James 8. McOougai. This chack waa 
part of a $4, 67$. 41 dapoait to McOougai 'a account. 

Chack 0 176 for S3, 500 was issued to Tucker Smith McOougai for tha alleged 
purpose of covering the existing Tucker Smith McOougai ovardraft. This 
chack waa allagadly aignad by Susan McOougai 

Check 0 177 for $1,000 waa issued to Whitawatar Development aa a "loan" to 
cover Whitawatar 'a existing overdraft. This chack waa allagadly signed by 
Susan McOougai. 

Chack 0 179 for $14,000 was issued to James P. McOougai as a "personal 
loan". This chack was signed "Suaan McOougai", allegedly by someone other 
than Susan McOougai. The loan was allegedly intended to cover a 
S13.1S1.07 check written on McOougai* a account to Vorthen 8ankj however, 
tha check waa forca paid, and McOougai 'a account was overdrawn. 

Chock / 183 for $1,500 waa iaaued to Graat Southern Land Company, 
designated aa a "loan." Tha same day, chack 0 184 for 5500 was issued to 
McOougai 6 Aasoclataa, also designated as a "loan. This chack waa signed 
"Susan McOougai", allagadly by Lisa Anapaugh. HOOSt 
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4/1/8S 

4/3/85 

4/3/85 


4/4/05 

4/9/85 

4/9/895 

4/17/85 


Check 0 188 foe $11,763.11 was Laeued to International Paper Realty 

Corporation aa a principal and Lntereac payment on a not*. The check vu 
algned *Suaan McOougal*, allegedly by aomeone otnar than Suean McOougal. 
Thara waa a balanca of $1,550.91 In tha account tha data tha chack «n 
written; however, a $135,000 depoeit waa racalvad and cradLtad prior t : 
thia chack clearing. 

Chack 0 189 for S$3,0$3.41 waa Laauad to Firat Commercial Sank to *pay off 
commercial loan*. Funda for thla chack wara darlvad from a $135, 00C 
dapoalt to Flowarwood’a account tha tame day. 

A dapoalt of $135,000 waa cradltad to tha Flowarwood account froa a 
Caahlara Chack drawn on tha Staphana Sacurlty Sank of Staphana, Arkanaaa. 
Funda froa thla dapoalt wara ramittad froa Flowarwood to: 

« Madiaon Cuaranty for $3,000, chack 0 192 {furthar raaaarcn Into the 

poaaiblllty tnat thia waa a campaign contribution haa pravioualy 
baan auggaatad) 

• Tucker Smith McOougal for $9,189.69, chack 0 193, allegadly to cover 
an exacting overdraft. 

• wnitewater Development for $24,455.90, chack 0 194, allegadly tc 

cover the overdraft cauaad by Whitewater ‘a chack for S2S,000 to 
Otarka Realty. , 

• Firat Commercial Sank for $53,053.41, chack 0 189, allegedly for a 
McOougal related loan payoff. 

• International Paper Realty for Sll,763.U, chock 0 188, for a loan 

payment 

• Madiaon Cuaranty Savinga and Loan for $86,612.68, check 0 196, 
allegedly to pay off a McOougal related loan. Thia check overdraw 
tha account by $<S0, 994 . 18>, wnlch waa aubaeguently covered by Jaaea 
B. McOougal'a chack for $55,000,. which overdrew McOougal'a account 
by $<20,077, 8> 

Check / 192 for S3, 000 waa laauad to Madiaon Cuaranty Saving; there waa no 
apecific purpoae atated on tha chack. Km previously noted in thia 
referral, Iftfwae recommended that furthar raaaarcn be conducted into tha 
dlapoaition of thasa funda to determine the poaeibillty that thia waa an 
additional campaign contr ibutlon, given the time frame involved. 

Check 0 193 for S9, 189.69 wee Laaued to Tucker Smith McOougal, allegadly 
for the purpoae of covering the exlatlng overdraft Ln the Tucker Saith 
McOougal account, aa well aa covering the yet outatandlng Tucker Saith 
McOougal check / 169 for $$,664.73 to Citizen'* Sank. 

Chack 0 194 for $24,455.90 waa laaued to Whitewater Development, allegedly 
to cover wnitewater' a overdraft, aa pravioualy nocad. Thia check «ia 
elgned "Jamea 8. McOougal*, allagadly by Llaa Anapaugh. 

Chack 0 196 foe $66,612.68 waa Laaued to Madiaon Cuaranty Savinga 6 Loan 
for ‘principal and intareat” on McOougal relatad loan / 1$91. Thia chack 
overdraw the Flowerwood account by $<SO,994.18> when it waa forca paid. 
Funda to allagadly cover thia overdraft were provided by cnack 0 699 for 
SSS.OOO from Jama* 8. McOougal'a account. Aa nocad in prior tranaaction 
analyaea, the $$5,000 chack froca Mcdougal overdraw nia account by 
$<28,077. 82>. Thla tranaaction providaa a blatant example of the chack 
kiting allaged in the eumroary of the referral. 
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4/1/8$ 

4/3/35 

4/3/85 


4/4/85 

4/9/85 

4/9/995 

4/17/85 


Check $ 188 foe $11,763.11 wit Leeued to International Paper Realty 

Corporation aa a principal and intareec payment on a note. The cneck was 
signed ‘Susan McOouqal*, allegedly by someone other than Susan McOouqal. 
There was • balance of S1.SS0.91 In the account the date the check was 
written* however, a 5135,000 deposit wai received and credited prior tc 
thle check clearing. 

Check / 189 for SS3,0S3.41 was Issued to First Commercial Sank to ‘pay off 
commercial loan*. Funds for thle check were derived from a S135.00C 
deposit to Flowerwood* a account the same day. 

A deposit of $135,000 was credited to the Flowerwood account from a 
Cashiers Check drawn on the Stephens Security Bank of Stephana, Arkansas. 
Funds from this deposit were remitted from Flowerwood tot 

• Madison Guaranty for 53,000, check 4 192 (further research Into the 
possibility that this wee a campaign contribution has previously 
bean suggested) 

• Tucker Smith McOouqal for 59,189.69, check 4 193, allegedly to cover 
an existing overdraft. 

• Whitewater Development for 524.455.90, check 4 194, allegedly to 

cowr the overdraft caused by Whitewater's check for $25,000 to 
Otarks Realty. , 

• First Commercial Bank for S53,053.41, check 4 189, allegedly for a 
McOouqal related loan payoff. 

• International Paper Realty for 511,763.11, check 4 188, for a loan 
payment 

• Madlaon Guaranty Savings and Loan for S86,612.68, check 4 196, 
allegedly to pay off a McOouqal related loan. Thle check overdrew 
the account by S<50, 994 . 1B>, which was subsequently covered by James 
B. McOouqal* a check for $SS,000, which overdrew McOouqal' a account 
by 5<2fl , 077 . 8> 

Check 4 192 for S3, 000 was Issued to Madlaon Guaranty Saving; there was no 
specific purpose stated on the check. Aa previously noted In this 
referral, lt>wae recommended that further raeearen be conducted into the 
disposition of these funde to determine the possibility that thle was an 
additional campaign contribution, given the time frame Involved. 

Check 4 193 for $9,189.69 was Issued to Tucker Smith McOouqal. allegedly 
for the purpose of covering the eaietlng overdraft In the Tucker Smith 
McOouqal account, as well ae covering the yet outstanding Tucker Saith 
McOouqal check 4 169 for $5,664.73 to Citizen's Bank. 

Check 4 194 for 524,455.90 was Issued to Whitewater Development, allegedly 
to cover Whitewater's overdraft, ae previously noted. Thle check was 
signed ‘James B. McOouqal*, allegedly by Llea Anspaugh. 

Check 4 196 for 536,612.68 was lseued to Madison Guaranty Savings 6 Loan 
for ‘principal and interest* on McOouqal related loan 4 1591. Thle check 
overdrew the Flowerwood account by $<50,994. 18> when Lt was force paid. 
Funde to allegedly cover thle overdraft were provided by cneck 4 699 for 
$55,000 from James 8. McOouqal *s account. Ae noted In prior transaction 
analyses, the $55,000 check from Hcdougal overdrew hie account 5y 
$<28,077 . 32> . This transaction provides a blatant example of the check 
kiting alleged In the summary of the referral. 
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5/16/8$ Chack $ 204 for S190 was issued to Jtitti 8. McOougal aa a ‘loan.* this 
chack w»t part of a dspoa it from tha combinad account* totalling $8, 370, 
which want into McOougal* a account at a tia* whan it was overdrawn 
$<26 , QS2. 20> 

Of tha combinad companies accounts, Flovarvood Farms, Inc., Whitawacsr Development 
Corpor at ion . Inc., and Tuckar Smith McOougal. in conjunction with tha personal account 
of Jamas 8. and Susan H. McOougal, vara tha moat actlva and agraglous contributors to 
tha aiiagad ovacdraft and chack kiting actlvLtlaa. Although tha athar antltla*. 
(Soiling Manor, Inc., PamDrook Manor, Inc., Crate Southarn Land Company, McOougal 4 
At ioc latas , ate.) concrtbutsd a significant shara of tha ‘combinad companies* daposits 
and ‘loans’ batwatn tha various accounts, tha apacifica ragarding thalr activitlaa have 
baan omittad for tha purposaa of bravity. Individual transaction information for tha 
‘combinad companies* accounts during tha 12/34 « 5/8$ time frama can b* found in tha 
attachad dataoaaa raport, which outline# tha dataa, transaction typaa, chack numbara, 
payaa, payor and dapoait racipianta. This databaaa has baan Individually sortad by. 
data, dollar amount, pay**, payor and dsposit raciplsnt in ordar to facilltat* ongoing 
research and furthar invest igat lv* activities. 


• Explain who benaflttad. financially or otharwise, from tha transaction, how much, and 
how. 


Those who allegedly stood to gain the most benefit from these numerous and questionable 
Intar-acccunc transactions, war* the principals of tha combinad entitles; Jamas and 
Susan McOougal, Lisa Anspaugh (who is a principal in Designer Construction and 
allegedly Madison Marketing, as wall as an aiiagad business associate of J La Guy 
Tucker), Sill and Hillary Rodham Clinton. JLm Guy Tuckar. Stav* Smith, and any other 
principals a* yet unidentified. Tha overdrafts and ‘loan* transactions, or aiiagad 
chack * awappinq * and kiting, batwaan the combinad companies accounts ensured that loan 
payments and other corporate obligations war* mat, thus claarly banaflttlng tha 
principals of each entity. 

In addition, tha McOougal a s stood to gain extensive financial benefit by utilising 
thas* various shall companiaa as a vehicle through which to channel funds from Madiaon 
Guaranty, through Madison Financial and it's sues idiariaa , into tha personal account 
of Jamas and Susan McOougal. 


• rurniah any explanation of tha transaction provided by tha suspect and indicate to whoa 
and whan it was givan. i; 

To data, no explanation has baan given by any auapact. 


• Furnish any explanation of tha transaction provided by any other person. 

Mo explanations of these tranaactiona have been provided by anyona other than th* 
Investigator at this cLoa. 


• Furnish any evidence of covarup by tha suspect, or evidence of an attempt to deceive 
federal or stats examiners or others; 

Thla entire series of tranaactiona by and between tha combinad companies and their 
accounts is being alleged as an effort by tha McOougal* a to * smoksserssn* tha flow of 
fund* from Madiaon Cuaranty and it's auba idiariaa , into tha various antitlaa owned end 
operated by tha McOougal* a and thalr buslnaaa associate*. 


• Indicate where tha suspected violation took place (a.g., sain office, branch, ocher). 

These violations collectively took place sc th* Madiaon Guaranty end Loan 

offlca at 16th and Main in Littia Rock, Arkansas. 
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• Recommend any further investigation that might aaalat law enforcement Ln fully 
examining the potential violation. 

Individual recommendations have been noted within the traneact lonal analyeee throughout 
the body of the referral. However, It ahouid be reLtaratad that certain Individuals 
on the witneae liat ahouid be extensively Interviewed with regard to their knowledge 
of the activit lee between the combined companiea and their accounte. 

7c. IndLcata whether the euapectad violation appeara to be an laolated Incident or whether 
it relatae to other traneactione. (Explain) 

Nor thia violation was not laolated. but rather ongoing over a period of three or nora 
yeara, possibly making a aigniflcant contribution to the failure of ehe institution. 

EXCLUSION Of INFORMATION TRON THE REFERRAL I 

Has any pertinent Information been excluded from this referral aa a result of any legal 
or other restraint? 

__ ___ Tea X No If ao. why? 

Have the excluded information or documenta been segregated for later retrieval? 
Tea ___X No 

NOTE: DUE TO THE BULK OF TIE EXHIBITS, THEY WILL BE SHIPPED TO THE U.S. ATTORNEY ' S 

OFFICE UNDER SEPARATE COVER. 

9. HAS SUSPECTED INDIVIDUAL^) MADE ANY ADHISSIONS? * 

Tee X No If eo, who? 


10. WITNESSES* 

List any witnesses who might have Information about the auapected violation and 
describe their position or employment. Indicate if they have been interviewed. (Use 
continuation sheet, if neceaeary.) 


NAME 

POSITION 

ADDRESS 

(OTY/STATE/2IF) 

TELEPHONE 

NUMBER 

interviewed i 

YES 

NO ! 

1. 

Bill Oimee 

Go*** rr»©f / aR id 4 McDoupl 
buuxn uaoruta 

bill* Rock. A rkantaa 

Unknoum 


X 

1 

Hillary Rodham Qiaioe 

Coueaai/MGSL u4 McDoupl 

bwum ITTIII 

biUa Rock. Artanaaa 

Uittaoum 


x ! 

1 

Fire Guy TucWf 

U. Gouerooc/AR tad McDoupl 
»«sw— wanau 

bill* Rock. AAimm 



X 

4. 

Stcpftaa A Smith 

McDoupl bwitm toons is 

Lula Rock. Askaaaaa 

Uakaowe 


x ! 

J. 

1. W Pvlbnptt 

McDoupl b«RMe uaonaii 

Linta Rock, Arkaitaaa 

UakBow 


X 

A 

Greg Youn| 

Pormac MGSL CM Hoaaoat 

OnVsac 

bula Rock. Art a— aa 

Uakaowe 


X 


In addition to the foregoing witnesses, it ie alao recommended Chat the following 
Individuals be interviewed with respect to their knowledge* 

Kirby Randolph - former receptioniat at NGSL, and recipient of all monthly statements 
on the combined companies accounts in lieu of mailing; aiao the wife of X. D. Randolph, 
a HcDougal business associate and frequent depoeitor to varioue comblfftjgfcjcompaniea 
accounts. 
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R. 0. Randolph - former HcOougal buaineaa tnoclitfi allegedly involved with aavarai 
of the combined companiaa. 

Sonnla Crocheron - currently employed by HCSL'a aucceaeor entity, Cantral Bank and 
Truat. Formerly lnvolvad in admlnietr acton ae tha Aeeoclatloni allegedly knowledgaao La 
regarding the inetitutione Oemand Oapoait Accounte and their holdara. 

Charlaa 2. J Aina a - accountant for tha combined companiea, and reglatarad aqent for 
Whltawatar Cevelopment Corporation. 


11. OISCOVTRY A.W 0 RZPORTING: 

a. who dlacovarad tha auapactad violation and whan? 

Invaat igator ; in May 1992 

b. Haa tha auapactad violation baan raportad to tha Board of Oiractora? 

_____ Tea ^ NO Not Applicable 

By whom and whan? Not Applicable 

c. Haa tha Board of Oiractora taken action? 

_____ Yea No Not Applicable 

If ao , what and whan? Not Applicable * 

d. Haa tha auapactad violation previoualy bean reported to federal or local law 
enforcement or to any federal or atate auparviaory aqency? 

Yea X No 

If Yaa. Aqancy : 

Agent! 

Addraaa i (City/State) 

Telephone Number] 

12. LOSS i 

a. Amount of Loaa known i $ Undetermined at thla time 

b. Raetitution oy« Not Applicable 

In tha amount of: S Not Applicable 

e. Name of Appl icable , furety Bond Company! 

d. Amount of 8ondi $ 

a. Amount of deductible! $ 

f. Wae claim filed? Yaa No 

g. Settlement by Surety Company* S 

h. Total raetitution and aettlament to datai S Not Applicable 

1. Nat Loaai (After aubtracting any amounte paid in tha fora of raetitution or 

aettlament) $ 

}. la additional loaa auapactad? x Yaa Ho 

(If yea. explain) 

Tha nature of tha traneactione identified in thia referral could lead to 
additional loaaee under further invaatlgatlon. 

k. Haa tha auapactad violation had a material impact on, or otharwiaa affected, tha 
financial aoundneaa of the lnatitution? If ao, plaaea explain. 

/ 

Yea* tha actlvltlee identified and alleged within thia referral could have 
contributed to tha failure of tha lnatitution. 


HOCSt 
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4AD150N GUARANTY SAVING* A LOAN 
CWMPUL REFERRAL CXOl 
AUGUST 31. 1«1 
fAGE l« 


13. OTTER Of ASSISTANCEi 

The indlvlduale llatad beLov are/vHl be authorized to dlacuaa tnla referral with 
appropriate law enforcement offlciala and to aaalat In locating or explaining any 
docunanca partinant to thla referral, provided that contact la drat aada wltbi 


NRMS | TELEPHONE HUMBER 

| Lea O. Auaan/Oeoartment Head/ Criminal Invaet Igat lone /KCCO 

{8161 S3 1-2212 

| L. Richard lorio/Fleld Inveetlgationa Offlcer/KCCO 

(8161 531-2212 

L 


L 



14. FORM PREPARED BIT: 
Poaition: 

Agency/ Inat Itut iom 
Talapnona Number: 
Oata : 


Laura Jaan Levi a 
Criminal Invaatigacor 
Peeolution Truer Corporation 
(816) 958-7237 
Auguat 31. 1993 


AUTHORIZATION FOR TRANSMITTAI. J 


Loa a a 1 1 g atg 

Date [ 

CrIflUJTOl/IInveet igaclgxta Oapartmant Head 

0*0 ' 
9-/- 9 2 - 

Field Invaac igat lona Officer 

Data r 


736-TCO/lcal 
Rjvued 10/08/91 
Cnmrt/aor 


/ 


HOUSE 

001000 
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J 79 eVvY Main icrevL P.O. Sox **1-570 

v i"< a< Cirr, Missouri s-tl-iL—lhlCi. 53 ’ *22 • I *30*1' 



The Honorable Charles A. Bj 
United States Attorney 
Eastern Disnict of Arkansas 
U.S. Post Office/ and Courts Building 
600 W. Caoitoi,/ Room 331 
P.O. Bex 1229 I / 

Little Reck, Arkansas 72203 . . 

i i 

Re: *7236 Madison Guaranty Savings <£i Loan 

Lithe Rock, Arkansas - In Receivershio (11/29/90) 
r^TMTNAL REFERRAL NUMBER. COOP* 


\ t 


Dear Sir: 


\ 


Certain mattes have come to our actennoa which may constitute emminai offenses under Federal 
law. Enclosed is a reoorrof an Apparent Criminal Irregularity. 

\ \ ' v 

Information in this referral may have been derrved from P"in^il > * t 7 i rr ,< ; rf ~ Jnir ■ i n r rederaily 

insured financial insnmdons.^rhereby cerufy that (A) there is reason to believe that these records 
may be relevant to a vioianon at Federal cnmiaal Law, and (B) the records were oocaar.ed in the 
exercse of the RTCs supervisory or regulatory funcuons. 

Due to the extensive nature of the exhibits relating to this referral, they are being sent to your 
office under scoarate cover. 


please direct any inquiries to die Investigator identified on the referral form^or to Lee 0. Ausen, 
Department Head/ Criminal Investigations, Kansas Cry Consolidated Office: \ 



L Richard Iono 

r'*\r\ TrvrC^irfl 


Enclosure 


_*:a :cc2oc 
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r^zs:srr. uizinc: or A rkunsz 



A>« Office 3 cj IZ> 
An. <4>uw 


Octobel 


Ms. L. Jean Lewis 
Criminal Investigator 
Resolution Trust Corporation 
4900 Main / Street, Suite 200 
Kansas City, MO 64112 


Re 


/7236 Madison Guaranty Savings and Loan 
Criminal Referral Number C0004 



Dear Ms. Lewis": 

\ \ II 

I am writing at the request of the Office of Legal/ Counsel, 
Executive Office for U.S. Attorneys of the U.S. Department of 
Justice to letVyon know the status of this referral. 

As you Know, this referral was reviewed by"' the Criminal 
Division of tire IAS. Department of Justice atthe request of the 
previous Uniteil^ States Attorney for the astern District , of 
Arkansas. The matter was concluded before I '-began woixing lrTthis 
office, and I was unaware that you had not been told until I was 
contacted by the Office of Legal Counsel. After receiving the call 
from Legal Counsel I reviewed the referral, and I concur with the 
opinion of the Department attorneys that there is insufficient 
information in the referral to sustain many of the allegations made 
by the investigators or to warrant the initiation of a criminal 
investigation. 

Although I am declining to take further substantive action on 
this referral, my decision does not foreclose futureNmrosecutions 
about the matters covered by the referral or related matters in the 
event that W office and the FBI are given access ta Records or 
information Vindicating that prosecutable cases can belmade. 

Sincerely, 


kjhu. > -C \ - . 


z 



PAULA J. CASEY 
United States Attorney 


cc: Debra'-Westbrook 

Office of Lecal Counsel 


n n i -i 
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; rorr. 
Subject 


-C r 




Ai:<03 ( LMC-nCRT) 
Ark. jjrger.c ^epc. 


Mac Dotson, ,1st AUSA I t.Mir.k, caiiec my fclksNjr. tMe oth to 


say that he'd been siccing on 
wondered if he/Should lec us. 
us che information. saic 

invest igat ior/ was needed. Let 
anvthinc. LSM 



a!" for si\ weeks and 
He was asiced to fax 
c some\ further 
want us co do 

\ 


\ 

\ 


V' 
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EXECUTIVE 



DEPARTO£NJua£-JU§TICE 

:reTariat histor 


TA SHEET 


From: MCWHORTER, yLAURENCE 

To: AG., OAG^/ASG 

Data Received: / 10-07-92 
Subject & Date 

10-07-92 "SENSITIVE "/MEMO ATTACHING A COPY OF A SIERRA 
RECEIVED BY /THE U.^T ATTORNEY'S OFFICE FOR THE EASTERN 
DISTRICT OF/ ARKANSAS FROM THE RESOLUTION TRUST CORPOR\TION 
CONCERNING /APPARENT CRIMINAL ACTIVITIES INVOLVING A 
SAVINGS AND LOAN ASSOCIATION. 


Referred To 
OAG; i 


INTERIM BY: 
Sig. For: 1 


Date: 

10-07-92 


( 1 ) 

(2) 

(3) 

(4) 


Remarks 

CC INDICATED FOR^CRM, OPC. 
INFO CC: ODAG CflAPtyAELSON ) . 

( 1 ) FOR INFORMATIONS 

LIMITEO DISTRIBUTION. 

(SEE EXEC. SEC. 92102115319.) 




NONE 

X92100714754 


SPEC: 

PRTY : 
IS 

OPR: 

EHZ 


Other Remarks: 



u 


r 
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:cr f2I/:mmediats/ 


UN C LAS 

c:ri: //z:so// 

pass: wcc sectiin, fif unit, ssa :<ev:n xencricx. 


\ \ 

MACISCN\CUARAN TV SAVINGS ANC LOAN ; 




\ 


Til cals from ssa rzvin kzncricx, feihc , tc ssa 

STEVEN C. IRC NS , LITTLE RCCX, CCTCSEX 6 ANC 7, 1391; FACSIMILE 

T RAN S MISSION “CM SSA IRCNS TC SSA KZNCRICX, CC7CHIR 6 , 1991; 

ANC LITTLE RCCK AIRTEL TC F3IHQ, AUGUST 2 6 , 1992 , CART! INEZ 

n FINANCIAL INSTITUTION FRAUD AND FAILURE MATTERS ; FINANCIAL 
! \ ' \ 
INSTITUTION REFORM, RECOVERY, AND ENFORCEMENT ACT OF 1335 


( FIRR.EA) AN^Cft SME CONTROL ACT 


- OF 199 C (- C - C A ) RE S O UR CES . \ 


\ 


SDI/ssa ^ 

(1) 


Approved: 


Time Received: 


MR l JUL! \n OaTE. 


Original filename^ 


SSCCCV-.2SL (I) 


Telprep filename: 


ts\ 


f 2 : -0000C986 
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•PACI 2 LP (29-0/'CNC LAS 

THE RES CELTIC N THUS 

/ 

CRIHIHAL RE? ESRAi 

/ 

F3I, LITTLE ROCS' CCNCERHIHC ACTIVITY THAT OCCURRED 'AT MADISON 

7 \ \ 

GCASANTX SAVINGS AND LOA.N (HGSL) 9ET«EEH DECEMBER, 193A, AND 





\ 


MAY, 1985. RTC SIMULTANEOUS LY FURNISHED A COPY CF THE SAME', 
REFERRAL TO THE UNITED STATES ATTORNEY’S OFFICE (USAOJ , 
EASTERN DISTRICT CF ARXANSAS (EDAR). THE EXHIBITS REFERENCED 
IN THE REFERRAL WERE PROVIDED TC THE US AC, STAR , BY RTC AND 



MC CCUGAL. 

THE FOLLOWING "INDIVIDUALS WERE IDENTIFIED IN THE REFERRAL 
AS PERSONS SUSPECTED OF CRIMINAL ACTIVITY: 
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* PACT 3 LR (29-0)/UNCLAS 


THE FOLLOWING PERSONS^ 


/ 


rrornrssftjY rtc as being 



POSSIBLE WITNESSES TIT THE SUSPECTED CRIMINAL ACTIVITY: 

BILL CLINTON/^ 

/ 

HILLARY ROC HAM CLINTON 

JIM GUY TUCKER (LIEUTENANT GOVERNOR - ARKANSAS) 

1 \ 
STEPHEN A . SMITH 

J. W. FU LB RIGHT (FORMER ARKANSAS SENATOR) 

GREG YOUNG 

FURTHER IDENTIFIED 3Y RTC AS PERSONS POSSIBLY HAVING 

\ / 

:c;cwiz;ci or valus tc any :n - .'Zst:cat:cn ccscvcrr; -i.-.z.: 

\ \ 

SISSY SANCCCrH 
-• \ \ 

. *• =• ^ =c Hu> • 

BONNIE CROC HERON 




CHARLES E. JAMES 

RTC FURTHER STATES IN ITS REFERRAL THE AMOUNT OF LOSS AS 
A RESULT OF THE ACTIVITY FORMING THE BASIS CF THE REFERRAL IS 
"UNKNOWN" AND "THE ACTIVITIES IDENTIFIED AND ALLECED_WITHIN 

r i w 

THIS REFERRAL COULD HAVE CONTRIBUTED TO THE FAILURE OFa THE 

! \ 'A 

INSTITUTION .V’ NONE OF THE MULTITUDE OF EVENTS DESCRIBED WAS 

i V ^ \ 

SPECIFICALLY IDENTIFIED AS RESULTING IN A LOSS TO THE 


l 
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* PRC I 


LR (29-0 ) /pfl C LAS 


INSTITUTION, AN0 THEIR CONTRIB UTION TO THE EVENTUAL F XI LITRE OF 

MCSL IS NOT IDENTIFIED^ 

/ 

IN LITTLE RCCX INVESTIGATION DOCUMENTED SY FIL2\29 0-T5A 9 
/ \ \ 
(CLOSED), JA MZS/MC COUGAL, JIM HENLEY, AND DAVID HENLEY WERE 

\ \ 

INDICTED 3Y A .FEDERAL GRAND JURY IN THE EIAR ON NCVZMEER\20 , 


1989, ON VARIOUS BANK FRAUD CKMiGZS RELATED TO THEIR 


\ 


ACTIVITIES AT MCSL. JOHN LATHAM PLED GUILTY TO AN INFORMATION 

CHARGING HIM WITH BANK FRAUD AT MGS L ON FEBRUARY 15, 1990. 

TRIAL CF THE THREE INDICTED DEFENDANTS WAS HELD MAY 29, 19 SC/, 

, / , 
THROUGH JUNE 7 A 199C. THE FRESHING JUDGE MADE A DIRECTED , 

/ ■■■ 

vise :: t cr acqc ~tai c>; oavio hin*_zv , a>’c — -:r ~~v a 

VERDICT CF'NCt\lTLTY CN ALL COUNTS CN MC OCUGArOT^AND JIM V 

\ — 


HENLEY. THE GIST UT THE CASE WAS THAT MC CCUCAL ENRICHEI 
HIMSELF THROUGH LAND " F LIPS" AND RELATED REAL ESTATE 
DEVELOPMENT ACTIVITIES FINANCED BY MCSL , '-HUH HE EFFECTIVELY 
CONTROLLED . 

IT IS NOTED MC CCUCAL IS DESCRIBED AS A DIAGNOSED MANIC 
depressive; - and his PSYCHOLOGICAL STATE was PART OF HIS\ 

i-> W 

DEFENSE. IT IS ALSO NOTED LATHAM ADMITTED TO FALSIFYING 


INTERNAL MCSL V 'TO 


CUMXNTS-TO ' DECEIVE FEDERAL EIUAH.IMZR Sr 
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• r AC Z 5 LS (29-OJ^CNClAS 

/ 

ADDITION , ANOTHER POT ENTJAOTW I TN ESS lOENTrrSZD BY RTC, 'BONNIE 
CRCCHERCN, TESTIFXED'IN ANOTHER LITTLE RCCX MATTE*! 

/ \ - V 

AS A RE CO AOS CUSTODIAN FOR A FINANCIAL INSTITUTION . \ 

\ ' 

f ALTHOUGH SHE HAD HO REASON TO LIE, SHE CIO SC TO A FEDERAL 
GRANT JURY CONCERNING HER UNEXPLAINED ALTERATION OF RECORDS 
REQUESTED; BY THE GRAND JURY. SHE WAS NCT CHARGE 0 CUE TO THE 
PERCEPTION BY THE ASSISTANT UNITED STATES ATTORNEY THAT 
CRCOHERCN WAS NCT IN FULL CCNTRCL OF HER ACTIONS, POSSIBLY CUE 

TO MENTAL IRREGULARITIES . 

\ / 

THE LINXTHY REFERRAL REFERS TO THE GENERAL AND SPECIFIC 

ASSOCIATIONS BETWEEN NUMEROUS INDIVIDUALS ANO TH 

\ 



^PARTICIPATION CR^ASSOVE APPROVAL IN UNAUTHC RII; 

CHECK KITING . THE RTO REFERRAL CLEARLY INOIOATES A STRONG 
BELIEF THE SIGNATURES CN CHECKS AND LCAN DOCUMENTS PERTINENT 
TO THE REFERRAL ARE BELIEVED TO BE FCRGZO CR "UNAUTHORISED . " 

IT FURTHER DESCRIBES SOME CF THE COMPANIES LISTED CN PACE 5 AS 
SHELLS WHOSE ONLY ACTIVITY WAS TO SERVE AS VEHICLES -FOR THE 

I ! \ \ 

ALLEGED ILLEGAL ACTIVITY. THE ANALYSIS CITED IN THE LAST TWO 


\ 


\ 


PARAGRAPHS OC ^PAGE « CLEARLY INDICATES PROBABLE CHEC K/' KITING 
ACTIVITY. WHILE, THE REFERRAL' S STATED SUSPICION THAT THE\ 


F BI- 00000990 
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- PAGE 6 LR (I5-0LCNCLAS 


activity was for the benefit cr the mc ccycals, t er 

/ 


SUPPOSITION yTHAT OTKER'^PERSCNS 3ENEFITTES DCS. 





BE FACTUALLY SUPBCRTSS 3Y THE SETAILS THAT FOLLOW 

' / \ \ 

REFERRAL. ' IN^XCDITICN TC THE ALLEGES CHECK KITING , THE \ 

HC CCCGALS ARE ALLEGES TO HAVE SIVERTSS THE PRCCZZSS OF 


\the:r 


MGSL HOME PCRCHASE AND IMPROVEMENT LOAN. AS CHARGES IN THE 
- i ; 

TRIAL OF MC XCUGAL ANS ALLEGES BY THE ACTIVITY IN THE 

REFERRAL,, MC CCUGAL WAS LIVING FAR 2EYCNS HIS LEGITIMATE MEAN'S 

AN'S ENGAGES IN FINANCIAL IMPROPRIETIES AT MGSL ANS OTHER 

/ 

COMPANIES IN CRIER TO FURTHER ENRICH HIMSELF ANS A VC I S/ 
SETEITIG.N . 

\ \ 

'"SCARS CF 


REFERRALNALSC NCTES (RAGE 

\ ' 



"I I RE STIRS WAS AWARE CF THE TSTAL MGSL OVERSEA FT SITUATION AS 
REFLECTES IN ITS CCTCHER, 15SS, MI NOTES AN I VOTES TO CALL IT 
"AN INVESTMENT IN SERVICE CORPORATION." 

THE ACTIVITIES OF MC GO GOAL AS THEY MAY HAVE I SOLVES 
BILL CR HILLARY CLINTON ARE RELATES TC WHITEWATER DEVELOPMENT 

CORPORATION , INC. (WWO) . JAMES ANS SUSAN MC DCUGAL 'ANO BILL 

, \ 

AND HILLARY CLINTON WERE THE PARTNERS IN 
PARAGRAPH! 4 s» T-p AG E - ‘ ST " ' PARA G RAPHS l AN S 


WWO. PACE 71 ,\ 

3 3. SI3 C VSS TKH\ 
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* FAGS 7 LR (29-0 Y CNCIAS 
CSSCK-K2TINC ACTIVITY INVC^^ HC Tii l ** &~XQZZUX7 AT KG92.. THi 
CII.VTGNS ARI NOT M£>TICNZ0 AS MAXING CR ENCCRS ISS^ANY CHECXS, 

AND, IN FACT, IT/IS ALLEGED IN THE REFERRAL THE SICNATURE^CF 

/ \ \ 

JAMES MC DCUGAL WAS FCRGED OR SIGNED BY ANSPAUGH, OR POSSIBLY 

\ \ 

SUSAN MC DCUGAL. AS STATED IN THE LAST TWO SENTENCES OF. THE 
REFERRAL., "ALTHCCCH CIRCUMSTANCES POINT TO THE PRC5A3ILITY 
THAT SOME CR ALL CF HIS BUSINESS PARTNERS WIRE AWARE CF THE 
ACTIVITY TAXING PLACE WITHIN THE WHITEWATER PARTNERSHIP AND 
CC RFC PATE CHECKING ACCOUNTS, THERE IS INSUFFICIENT EVIDENCE AT 

THIS TIME TC PROVE THAT THEY HAD XNCWLEIGE. CC NS E EVENT LY ,, 

\ \ / 

THESE INDIVIDUALS WILL APPEAR CN THE LIST CF WITNESSES 

CONTAINED AT THE END CF THIS REFERRAL. " TH EYEWITNESSES " AND 

\/ 

^BUSINESS PARTNERS " REFERRED TC ARE SILL AND HILLARY CLINTCN . 

IT IS THE OPINION CF LITTLE PCCK F3I AND THE UNITED STATES 

ATTORNEY AND FIRST ‘ASSISTANT, EOAR, THAT THERE IS INDEED 

INSUFFICIENT EVIDENCE TO SUGGEST THE CLINTDNS HAD KNCWLILCE CF 

THE CHECK-KITING ACTIVITY CONDUCTED BY MC COUCAL CR_ANS?AUGH. 

n ' \ 

THE EARLIER MENTION OF A CAMPAIGN CONTRIBUTION TO THE\ 

■ \ 

GUBERNATORIAL CAMPAIGN ALSO DREW NO NEXUS SUGGESTING KNOWLEDGE 


OR INVOLVEMENT BY THE CLINTONS. AGAIN, CN PACE 9, 
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*? ACS 3 1R (29-3) VNCLAS 

/ 

/ 


PA RAGRAPH 4,/CF THE RKJZ'RRAL, RTC AI7I SES THERE IS HOT 


/ 

s’jrr:c:iNT evidenc r at the present tine to prove 



OWLETS! 3Y 


CTxsssrs in TK2 asrss&AL. l:ttle\ccx \ 


PERSONS LISTE3 ,AS WJ 

/ \ \ 

NOTES ©JOWL22 CE SY, OR ASSISTANCE FROM, THE LESTSO WITNESSES 

\ ; 

IS nct chit not indicated, it was not necessary for 

MC IC TO A L/ AN S PATCH TO ADVISE OR INCITE E THE WITNESSES IN THE 
SCHEME. 

SEC INNING CN PAGE II CF THE REFERRAL. SPECIFIC 
TRANSACTIONS CONCERNING WWC ARE IESCRISEI TC THE EXTENT' THE 



CLINTON. THE REFERRAL RECOMMENDS A COURSE CF ACTION 2Y THE 

GOVERNMENT, I.E., THE REVIEW CF THE RE II HIS CF Cl ARK 5 REALTY 

AN I WWC TO I ET ERMINE IF WWC CHECK NTH HER 137, MARCH 22 , 1932, 

WAS INVOLVED IN THE TRANSACTION. IT IS NOTE! 3Y LITTLE RCCX 

THE CHECK IN QUESTION WAS ALLEGE ELY SIGNED 3Y ANSPAUCH IN THE 
' \ l \ 

NAME CF JAMES ES. MC OCUGAL. THE AUTHOR OF THE REFER RAL' 

: \ 
IDENTIFIES ANSPAUCH AS THE PRCBA3LE SIGNER EASED ON HER OWN 

\ 
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■ $ lp cs-ao unclas 


CPZXZCX BAS 13 CN CTHIR JJCSir'EKTfl'fC SJKPiiS. A DEPCS 3C FCR 


Hisj5c«r 


\ 


$30,000 LISTS; AS ^SEI.VC PROCESSED APRIL 3 0, i98S>\TO U-WOy CAXE 


FRC“ XAELSCN FINANCIAL. A.N0 APPEARS TO RELATE TO EFFORTS TO 

/ \ \ 

CO VIP. ?RIV:CUS OVERDRAFTS IN THE WVD ACCOUNT. AT THE BOTTOM 

OF PAGE IS CF THE REFERRAL, KDR3Y RANDOLPH IS IDENTIFIED ASi A 
FORMER RECEPTIONIST AT MGS L WHO RECEIVED AIL MONTHLY 
STATEMENTS CF ALL COMPANIES, WHICH IS CNCERSTCCO SY LITTLE 
ROCK TO INCLUDE WWD . THAT S ITUATICN , IF TRUE , FURTHER 

INDICATES A STRONG POSSIBILITY MC CCUCAL WAS IN CHARGE CF WWD 

/ 

RECORDS, JEST AS HE WAS WITH THE RECORDS CF NOME R C U S /c T H E R 


COMPANIES INVOLVED IN THE CHECH KITING, AND DCESXSCT SUGGEST 

- \ \ V 

THE CLINTONS HAD ACCESS TO CHECKING ACCOUNT STATEMENTS THAT 




wccl: 


YE REFLECTED THE QUESTIONABLE TRANSACTIONS AT THE 
TIME. IF THE CLINTONS ARE NCW IN POSSESSION CF SUCH RECORDS 
AND WTRE NCT AWARE CF MC OCUGAL'S ? REV I CCS ACTIVITY, THEY MAY 
NCW BE AWARE MC DC CCA L WAS ENCAGED IN FINANCIAL TRANSACTIONS 

UTILIIINjG THE WWD ACCOUNT. _ 

\ \ 

THE NEWSPAPER ARTICLES ALSO MACE A POINT CF A LETTER 

i \ \ 

WRITTEN SYV7HE RCSE LAW FIRM IN LITTLE RCCK (HILLARY CLINTON 

^ ' \ 

IS A PARTNER) TC THE ARKANSAS STATE SECURITIES COMMISSION 

\ 

4 -■ \ 
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\ 


* PACE :c LA ( 2 9 -OX UNCLAS 

/ 


( assc) , which js the state tv -» j:s p cn £L 3 le fcr overseeing 


/ 

financial institltic 



THE ARTICLE ALLEGED THE^LETTER , VHICH 


MAY HAVE SEEN SIGNED BY HILLARY CLINTON, URCED THE 

COMMISSIONER CF/ASSC TO NOT PURSUE AN EXAMINATION CF HOSE. 

/ \ 

THE ARTICLE IS NOT CONTAINED IN A LITTLE RCCX FILE. 

CN SEPTEMBER 23, 1952 , SAC, LITTLE RCCX, AND SUPERVISORY! 


st; 


WITH USA TO DISCUSS THIS MATTER. IT WAS THE OPINION 


CF USA, IDA.* 


THE INFORMATION CONCERNING THE CHECK KITE WAS CF 


POSSIBLE INTEREST, WITH ANS PATCH AS A PCSSIBU 


Ji. . x . 



WCULD TAKE SOME TIME. USA, EOAR, CrINID THE CORRECT COUPEE CF 
ACTION WAS FOR HIM. TO HAVE LEGAL RES I ARCH CONDUCTED CN THE 
STATUTE CF LIMITATIONS CN THE VARIOUS APPLICABLE BANK— FRAUD 


STATUTES AND TO COMPLETE AN IN-DEPTH ANALYSIS OF THE 


\ 


VC LUMINOUS EXHIBITS ANCILLARY TO THE REFERRAL. ALTHOUGH HE 
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• rACZ :: LR S-Z9-0) UNCLAS 


STATIC AN INTENTION/TO PSOVICE LITTI^ ROCK WITH COPIIS'OF TH 

\ \ 

EXHIBITS , NONE £AVE BEEN RECEIVES AS OF INSTANT CATS . 

/ \ \ 

ACCORDINGLY, LITTLE ROCK HAS TAKEN NC INVESTIGATIVE 

\ 

action on this hatter pending a prosecutive opinion frchi usa 

SOAR. CN CC7C3ER 7, 1992, THE FIRST ASSISTANT UNITED STATES 

ATTORNEY ADVISED THE LITTLE ROCK SQUAD SUPERVISOR THE USA 




or 


E OF 


THIS HATTER 


DUE TO ITS SENSITIVE NATURE . 
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TELETYPE 


FM DIRECTOR 
TO FBI LITT 


SUBJECT: 7 XMES B 
UNSUB ( S) ; /MADISON 
ARKANSAS l 



ROCK (PRIORITY) 



OUGAL; SUSAN H. MCDOU< 
GUARANTY SAVINGS AND LOAN , 
LITTLE ROCK 


LISA ANSPAUCH; 
LE ROCtf 


RE TELCAL FROM SSA KEVIN B. KENDRICK, FBIHQ, TO SSA S^EVE 
LITTLE ROCK ,/ 10/8/92 AND TELETYPE FROM LITTLE ROCK TO \HZ 
10/7/92/!, / 



RONS, 

UREAU, 


As discussed in retelcall, a FIF invest igation\ is | 
warranted in captioned matter. Therefore, Little Rock should 
initiate a* limited investigation aimed at determining the extent 
of violations as alleged in the Resolution Trust Corporation 
(RTC) criminal referral form dated 9/1/92. / j 

\ Little Rock should obtain and review the documents 
referenced in the criminal referral. Little Rock should also 
forward gopies of pertinent documents to the White-Collar Crimes 
Section (yc CS) , Financial Institution Fraud Unit (FIFt# as/ 
expeditiously as possible. In order to protect the identities of 
passive investors and/or witnesses, Little Rock shpdld not 
conduct any\ov^rt investigation such as witnessirhterviews or 
serving of gran^vjury subpoenas at this time^-^xn additions, the 
documents should be afforded appropriate s ecurity so as to 1 
maintain* the privacy of the witnesses. 


Little Rock is advised to submit results of this 
limited investigation by COB, 10/16/92, to FBIHQ, WCCS,FIFU, 
Attention: SSA Kevin B. Kendrick. 


NOTE: On 9/1/92, the Little Rock Division received a criminal 

referral form from the RTC alleging widespread fraudulent check- 
kiting activity, listing Presidential Candidate Bill Clinton and 
his wife, Hillary, as potential witnesses. On 10/0^192, Bureau 
officials met with Assistant AG Robert Mueller and fecial 
Counsel lira Raphaelson of the DOJ. AAG Mueller advised that DOJ 
did not : h^ve enough information at this time to rendWA any kind 
of opinion and that FBIHQ should make a determination regarding 

an investigative course nf action. During, a suhse-qdentXmeeting 

with DAD Verinder and SC Kubic, it was determined that a\ limited 
investigation should be conducted into this matter. This\ 
teletype is to advise Little Rock of that decision. \ 
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M) 0I/2J/VI* 

TRANSMIT VIA; 

00 Teletype 

DATE; 10/1/12 

-PAGE 1 Of 2 

ffl DIRECTOR FBI 


_i?ARTM£NT OF JUSTICE 
. JERAL BUREAU OF INVESTIGATE... 
COMMUNICATION MESSACE FORM 


PRECEDENCE: 
D Jmg ujdi* 




CLASSIFICATION: 

□ TOP SECRET 

EK^ecret 

□ CONFIDENTIAL 

□ UNCLAS E F T O 
H UN clasT 


*/" sat 

TO FBI LITTLE ROCfr/PRlORITY/^S^^^^ 


SUBJECT 


CDOUGAL*. SUSAN 


UNSUB(S) *\ HADISON GUARANTY SAVINGS AND LOAN. LITTLE ROCy. 
ARKANSAS*. Vlf v * 00t LITTLE ROCK. 

RE TEL CAL Y* Ofl SSA KEVIN 0. KENDRICK . FBIHfl. !VE 


\ , 

IRONS. LITTLE ^ROCK. 10/6/12. AND TELETYPE PR 

.\> 



SPAUGH*. 


ittle rockmo the 


BUREAU. 10/7/12. 

AS DISCUSSED IN RETELCALL. AN flf INVESTIGATION IS WARRANTED 
IN CAPTIONCD HATTER. THEREFORE. LITTLE ROCK SHOULD INITIATE A 
LIHITED INVESTIGATION AIHED AT DETERMINING THE EXTENT OF 
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ft-tSA <Kc.0t/3S/*l) 


Apartment of justice 
federal bureau of investigation 

COMMUNICATION MESSAGE FORM 


“PAGE 2 UNCLAS 


VIOLATIONS iS ALLEG 
CRIMINAL REFER R 




IN THE RESOLUTION TRUST 
FORM* DATED Vl/12. 


(RTO 


LITTLE ROCK SHOULD OBTAIN FROM THE UNITED STATES ^ATTORNEY 


/ T - \ r 

AND REVIEW .THE DOCUMENTS REFERENCED IN THE CRIMINAL REFERRAL. 

IN ORDER TO/PROTECT THE IDENTITIES OF PASSIVE INVESTORS VnD/OR 

I “ I i 

WITNESSES** LITTLE ROCK SHOULD NOT CONDUCT ANY OVERT INVESTIGATION 
AS llTNESS INTERVIEWS OR SERVING OF GRAND JURY SUBPOENAS 


SUCH 


IP. ^IN 


THIS TIHP. 'IN ADDITION* THE DOCUMENTS SHOULD 8E AFFORDED 

\ \ , f 

APPROPRIATE SECURITY SO AS TO MAINTAIN THE PRIVACY ST/ THE / 

WITNESSES. 


LITTLE ROC* *S REQUESTED TO SUBMIT RESULTS OF THIS LIMITED 

\y — 

INVESTIGATION AND ANTICIPATED INVESTIGATIVE AND PROSECUTIVE PLANS 
BY COB* lO/lb/12* TO FBIHfl * WCCS* FIFU* ATTENTION : SSA KEVIN 0. 

KENDRICK. 

BT 

//// 
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»41B [lf> •l/ll/VI) 


V_*PARTMENT OF JUSTICE ) 

FEDERAL BUREAU OF INVESTIGATION * * 
COMMUNICATION MESSAGE FORM 


PACE 3 


BBWINISTRATIVE IfOTE/TICKLEB \ 

ON VI/J^TthE LX*tCT7oCK BIVISIOfTTccri^ A CRIMINAL 
REFERRAL FOirn FROn yrfi RTC ALLEGING WIDESPREAD F>A 4 JDULEN\CHECE- 

kit::;s activity- listing presidential candidate bilvclin^on and 

HIS WIFE- HILLAR/- AS POTENTIAL WITNESSES. ON 10/4/4?- BUREAU 
OFFICIALS /NET WITH ASSISTANT AC ROBERT MUELLER AND SPE\IAL \ 
COUNSEL- IRA RiPHAELSON- OF THE DOJ. AAC MUELLER ADVISED THAT 
DOJ DID NOT HAVE ENOUCH INFORMATION AT THIS TXHE TO RENDER iNY 
KIND 0 OPINION AND THAT FBIHfl SHOULD HAKE A DETERMINATION \ 
RECARDINC AN/INVESTICATIVE COURSE OF ACTION. AAC MUELLER\ ADDED 
THAT THIS MATTER SHOULD NOT BE TREATED ANY DIFFERENTLY THAN ANY 
OTHER SIMILAR FIF INVESTIGATION ADDRESSED BY THE FBI AND DOJk 
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qs of Jx»Qct 


£uic Anoreey 



Mr. Don Petta* 
special Agent in Charge 
rtdertl Burua of Investigation 
/2 financial Cantor, Suita 200 
Little Roch, XX 72211 


Raj RTC Riftrrtl No. C0004 


Door. Kr . Pettus : 


I 


\This la a follovup to my previous seating with you and ay 
second reviev at t ha above referenced referral with supporting 
documents. 


At t ha time va aat, I explained to you ly serious reservations 
about future prosecutio ns of the individuals^ involvad in tha 
referral'* )fy avaluatien of tha rafarral indicates that thara ia 
not a prosecutable caaa capable of being cro^ad bayond a^zaaaonabla 
doubt against any of tha witnesses. aom a or 
all of theae'vitnesaes cartainly «uggestr“pbor judgment, poaaibla 
conflicta of interest or athieal infractions, proving spacifie 
intant or knowing original conduct vould ba a prosecutorial burden 
that could not be carried beyond a reasonable doubt. 


The only allegations having any credibility worthy of possible 
deliberation for investigation exists against Xr. and Mrs. McOougal 
and Lisa Anspaugh. Sven these allegations, combined with Mr. 
HcOougal's previous acquittal, his present mental state along with 
no prospect of recovering lost sanies from the^ institution have 
serious negative attributes for a successful prosecution of these 
insiders. 


IW 


now advised that 
review ta ^dav**-* *** if *n 


you are required to send 
investigstioa by rrlday, October 
apply i to this office. 


you have been ordered to do an immediate 

AS part Of 


a prospective propoeal for such 
K, 1992. Such an order doea not 


KoveVar, X do believe it eight be helpful to reiterate vhat I 
have told you previously. Neither Z personally nor this office 
vlil participate in any phase of such an investigation regarding 
tha above reftrrel prior to November 3, 1992. You may oommuni cats, 
this orally to officials of tha rBI or you should faal free to asks 
this part of your raport. 


\ 
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XT. Don Pot tus 
?« 9 « 2 


tfhl 1# /X do not Lot and to dsnigrsts ths v C** Of WC, : BU4t 
op in* that ifur such 4 lapsa of tins ths lhslstaacs for urgaaer in 
this csss Ipp«4rs ^tp--sTjgg4st d— ist^ntionsl cr \ on in t anti anal 
attaspt to intarymas into ths politics! "pcocass ofXths upcoming 
presidential sisction* You and X knov la lavs* tigat ions of this 
typo,/ ths first stops, such ss issuancs of graiKK^ury subpoans for 
rscords, will Issd to sod is sad public inquirisa of msttsrs thst 
srs sub j act to sbsoluts privacy. rvsa sod is qusstlons shout such 
sn invsstlgstion in today's sodom politics! el lasts ailtoo oftsn 
publicly purpor ts to •lsgitinlis shat can't bs p ro v an .* \ 

/ \ \ 

1 Tor as personally to psrticipsts in sn invastigation thst X 
ha os vill or could sssily issd to ths abors scsasrla sad to ths 
posslbl# dssisl of rights dus to ths targats, subjects, vltasssss 
or dsfsndasts is inspproprists. X bsllsvs it amounts to 
proascutoriai misconduct sad violstss ths most baslo fuadsasatsl 
rul's of Ospsrtasnt of Jostles policy. X cannot bs s party to such 
actions and bsllsvs that such vould bs dstriasntal to ths 
Department of Jostles, FBI , this offlcs sad to ths Prssldsat of ths 


\ \ / / 

In dus tins, X vill bs happy to msst vlth you ter discuss a 
Limit ad ar xml nation and possibility of proving seas of ths 
allegations rsgard lag Kr. sad Xrs. XcOougal K s. Xnspaugh. Xa 

ths avant X coacluds thst thsir cass should- bs dscliasd^<vhlch st 
this point is s distinct possibility^ t hs DQJ 
ovsrrlds that decision sad commit D«part**rre“OT“~Ju*tios psrsoansl 
sad rssourcas to both ths iavsstlgstlca sad prosscutlon of ths 
cass. 

for your information, in ths svset X rscsivs any prsss inquiry 
from any scores vhataosvmr X am going to rtfar tham to ths 
supsxvisory officials in ths Dspartsant of Justlcs and/or 
Rssolutloa trust Corporation. 

Thanh you. 



mjaJS-ArHMWM \ 
United Statss Attemsy 


CJLBibv 



Floyd Xao Dodson 

Dcscutivs Assistant U.fl. Attorns/ 


I i 
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PACE two 06 FBILR 7 0001 UNjCtT*?^ \ 

ATTORNEY (USA)/ 6AST6X* DISTRICT OF ARKANSAS (60A) ANoNhITE- 

COLLAR CRIME SUPERVISOR AND FINANCIAL ANALYST * FBI* 

. j 

LITTLE ROCK* CONCttJCTEO AN EXTENSIVE REVIEW OF THE REFERRAL AND 
ALL OF THE APPROXIMATELY 300 EXHIBITS FURNISHED TO USA BY \ \ 

' i 1 ! 

RESOLUTION TRUST CORPORATION (R TO • USA CONCURS THERE IS j 1 

i ; i 

ABSOLUTELY NO FACTUAL BASIS TO SUGGEST CRIMINAL ACTIVITY ON j j 

THE PART CF ANY OF THE INDIVIDUALS LISTEO AS WITNESSES IN THE , 
v / / 

REFERRAL. USA*FEELS THE LIMITED DATA FURNISHEO MAY INOIC^TE / 

CRIMINAL ACTIVITY Q'h THE PART OF CAPTIONEO SUBJECTS* JAMIES AND 

\ \ V 

SUSAN *C OCUGAL* ANO LISA ANSPAUGH, HOWEVER* USA-^I S HOLOING > 


\ 


> 


PROVISION OF A PROSECUTIVE OPINION RECAROING THOSE SUBJECTS IN 
ABEYANCE. 

AS OISCUSSEQ IN PREVIOUS COMMUNICATIONS* JAMES MC OOUGAL 
WAS PREVIOUSLY INDICTED FOR FRAUD RELATEO TO THE FAILURE OF 
MAO ISON GUARANTY SAVINGS ANO LOAN AND ACQUITTED BY JURY. 

n r\ 

CURRENTLY HAS ,N0 ASSETS TO PURSUE * IS ORAWINC DISABILIT1 

I \ 

INCOME ANO IS BELIEVED TC RESIDE IN A TRAILER OWNE 


FRIEND. WHILE THE AVAILABLE FACTS INQ I CA'TE“ELEH 



Z;y 

E'fiT 5" OF 0 


ONE OR 


MORE FEDERAL 


VIOLATIONS MAY EXIST* USA IS CONSIDERING THE 


\ 


LIKELIHOQO OF PrOviNC SUCH V I Ol A I 1UN5 “AND THE'"MANP(JUfc R 


OPPORTUNITY COST TO OTHER PRIORITY INVESTIGATIONS OF PURSUING 

i i 
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U.S. Department of Justice 



Executive Office for United States Attorneys 
Office of the Director 


! 


/ 




(2Q11 3H*2l2l 


MEMORANDUM FOR: 


FOR: Stuarc M. Gerson 

/ Acting Attorney General 


f THRU: Douglas N . Frazier \ J 

! ; Principal Associate Deputy Attorney General 


i FROM: 

\ • i 


Anthony C. Moscato 
Director 



/ j 
/ / 


SUBJECT: Recusal by the United States Attorneys' office 

\ \ for the Eastern District of Arkansas on a I 

\ \ ?e?oiyt;gn 


The attached\letter from United States At k >orr.ey Charley A. 
Banks, Eastern District of Arkansas, assertsnis office has a 
conflict of interest in pursuing a possible yzu^eciition or a" 

"Mr. and Mrs. McDougal and a Ms. Anspaugh for alleged check fraud, 
check kiting, misuse of position, bank fraud, forgery and 
conspiracy. Mr. 3anks requests that the Department of Justice 
determine the prosecutive merit of this matter. The 
United States Attorney's office has previously prosecuted 
Mr. McDougal and two other individuals in late 1988 on similar 
charges and they were found not guilty. The Resolution Trust 
Corporation (RTC) has forwarded new and additional information to 
the United States Attorney's office on September 2, J.992, for 
consideration. As stated above, the second ref erral\ Involves -the 
same patterns of activity for which these individuals ^have been 
found not; guilty, but present different transactions^ \ 

1 V J \ 

Mr. ^hntiH nnf hp involved in the 

prosecutorial determination because it may give rise to the 
appearance of inappropriate prosecutorial motivation by his 
office. The matter may involve President and Mrs. ClintonXas 
Witnesses. M r. Banks states in his letter to this office that 
the RTC's second referral of September 2, 1992 , merits a "limited 
preliminary investigation" of the allegations contained therein. 

'i i 

On October 16, 1992, Mr. Banks informed the RTC by letter 
(attached)- that his office would not participate in an 
investigation into this matter prior to November 3, 1992. He 
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stated further ■ r^that after such a lapse of t^rae the insistence 
for urgency in this case (by the RTC] appears to^suggest an 
intentional or unintentional attempt to intervene 'hjto the' 
political process of the^japc emin g pres idential election.' 1 

It is/our understanding that subsequent tbs^Mr. Banks' 

October 1992 resjronse, the RTC contacted the United States 
Attorney '/s office regarding a Freedom of Information Act\ request 
it received fro* the media regarding this matter. The RTC 
inquired how /release of any information may affect thfe \ 
investigation. Mr. Banks related to the RTC that there was no 
ongoing? investigation into this matter and advised the \RTC‘ to 
follow ."the appropriate FOIA law in responding to the request" 
(see letter to this office) . Mr. Banks has resigned as 
United States Attorney effective March 1, 1993. \ 

\ ; i 

Also attached are copies of Urgent Reports prepared by this 
office dated October 7 and 20, 1992, notifying the Department 
that the RTC referred this matter to the United States /Attorney ' s 
office. \The RTC referral itself is also included. 


MATTER SHOUL AIN IN USAO: 


MATTER AND 




LES ^SHOULD BE REFERRED TO: 

\y 


OTHER: 



ACM: DOTS RXM:sj , -2/5/93 
RoberVMisc/SAMKS . MEM 
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ILS. Department of Jurtct 
Iffice of the Deputy Attorney General 



Tebruary 18, 1993 


KdORWfDUK TO: John C. Xaenay 

j Acting Auilttnt Attorney General 

| rROM: Douglas M . rraxierfyvV" 

\ ^ Aeeoclate Oeputy Attorney General 

XX: Recusal by the U.S. Attorney's Office / 

for the Eastern District of Arkansas on/ a 
Resolution *r:»: c orporation Referral 





The attached recusal package is forwarded for your review 
and recoaaendAtibn. Thanks. I ' 


Attachment 



r 

I 

i / 
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have 


Did that occur to you in February of 1993? 

*tknow whetherTt^ccurred to me or not. I 
remember — I haven't ^Syelled on it since I 
can tell from looking at\t that he didn't, 
a matter that yoti^pnsidered to be of some 
importance at that time? 



Is it a matter that deserves some care and 
deliberation? 

A Yes, I think it does. 

Q Would you have expected that Mr. MacDougall's 
treatment of the controlling law in this situation would be 



have expected that he would have provi !h accurate 




Q Okay. Do you know of any reason why Mr. MacDougall 
would have been less than thorough in his presentation of the 
facts and the law? 

A .No. 

Q Documents that we've received from the Department 

* \ \ 

. indicate that Mr. MacDougall received this\ task no earlier 
than Monday, March 22nd, and as you can see 

tT ' i thir 


Mr. Fishman. I think you misspoke. 


Ink you said 


earlier than Monday, March 22nd. 
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Mr. Clark. Thank you. 

BY MR. 

Q s No earlier than Monday , Februif^y 22nd, and his memo, 
rfu can tell, i s dated Febr uary 23rd. 

Are yotKaware of any reason wK^v^r. MacDougall would 
Kave --^/withdrawn. 

Were you aware of any deadline that wa^giv^i to 
Mr./ MacDougall in preparing this? 

A No. If he did it in a day, there prdbabily was a 
deadline. That would be the only reason to do it that 

i i 

quickly, but I don't recall one. Normally wh enj you get 
\ something over, you're supposed to respond in a reasonably 
^martly — you know, reasonable period of tin*, )ji t I don't 
reca\l any particular deadline or why he ojuy had a day to do - 



it. 

Eventually, this r^n^rf mrlnm fr^n Mirl* Mac Dougall 
made its way to Mr. Keeney. After Mr. Keeney received it, did 
you have the opportunity to speak to Mr. Keeney about it? 

Mr. Fishman. I have to — 

Mr. Clark. Excuse me. 

Mr. Fishman. The only reason I object is, I'm not sure 
[this is entirely consistent with Mr. KeeneV\s testimony about 
kaving made its way to Mr. Keeney at some poiht. I think 




there’s — 

Mr. Clark. 


Withdrawn. 


! / 
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RE: RESOLUTION TRUST CORPORATION CRIMINAL REFERRAL NO. C3004, 

DATED AUGUST 31, 1592, NAMING JAMES 3. XCDOUGAL, SUSAN H. 
XCDOUGAL AND LISA AXSPAUGH 

DATE: FEBRUARY 23, 1593 / 


\ \ ^ v 

This memorandum responds to ycur request that a review- of the 
captioned criminal referral be underta ken an ^ a rr+j-T^ ; 
recommendation \pade regarding further investigation and 
prosecution. The referral names JAMES 3. MCDCUGAL (an officer, 
director and shareholder of the former Madison Guaranty Savings i 
Loan of Little Rock, Arkansas) , SUSAN K. MCDOUGAL (a director and 
shareholder cf Madison Guaranty and the wife of James 3. McDougal) 
and LISA ANSPAOGH (a business associate of the McOougals) as 
persons suspected of criminal violations. Ref. at 2,3 and 4. The 
author of the criminal referral, Laura Jean Levis (Criminal 
Investigator) , also identifies Governor (now President) BILL 
CLINTON , _HILLARI RODHAM CLINTON and Arkansas Lieutenant Governor 
(now Governor) JIM GUY TUCKER as witnesses. Ref. at 18. Further, 
the author of the referral makes allegations concerning former 
Senator J.\ WILLIAM FUL3 RIGHT but does not name Fulbright among the 
persons suspected of criminal violations. Ref. at 7r*8 ,\12 and 14. 


A. SCOPE or REVIEW 

i _ 

In prepa riag this — memora n dum -; — the — following — documents were 
reviewed: /(l) RJC Criminal Referral No. C0004, dated August 31, 
1992, (2) Letter dated September 1, 1992 from L. Richard Iorio, R?C 
Field Investigations Officer, to Charles A. Banks, United States 
Attorneyjfor the Eastern District cf Arkansas, (3) Letter dated 
October 16, 1992 from Charles A. Banks to Oon Pettus, Special Agent 
in Charge, Federal Bureau of Investigation/Little Rock Field 


- - I 
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GOJLLD X. KCDCWXLL 

February 23, ist3 ^ 

Piq« 2 . y' 

Office, and (4)/Letter dated January 27 , 1993 from Charles A. Banks 
to Oonna Hinnaaan, Office o f Legal Coun sel /Department of Justice. 
Hone of the transact ion£>~dtfcuaents daisfcribed in the referral were 
provided or reviewed”; Accordingly, all^r^f erence'e in this 
memorandum to facial allegations or claims are\based ^solely on 
statements included in the referral. \ \ 

/ / \ \ 

b. gmiBMi zifliasiasa mam 

The author of 'the referral cites conspiracy (18 U.S..C. $ 371) , 
misapplication (18 U.S.C. 5 €57 ) and bank fraud (18 U.S.C. 5 1344), 
as suspected violations. Ref. at 1. 


C. qt 7K WMT O f . FACTUM j 

According to the referral, James and Susan McDougal were 
shareholder and directors of Madison Guaranty Savings/and/ Loan of 
Little Rock, \ Arkansas. James McOougal is also identified as an 
officer of\the institution. The extent of the McOougals* equity 
interest in\ Madison Guaranty and the office or/dffices\ held by 
James McOougal are not specified in the referrals Lisa Anspaugh is 
identified as 'a business partner of Susan McSdugal who a ssist ed Ms. 
McDougal in bookkeeping for various business entities.- Wffile no 
specific information is provided, the facts alleged in the referral 
suggest that the McOougals were also active in real estate 
development at the time of their association with Madison Guaranty. 


The referral is focused on the activity in the demand deposit 
accounts maintained at Madison Guaranty by the McOougals and a 
group of business entities allegedly under their control during the 
period February 1984 through July 1987. The author of the referral 
alleges that various transfers of funds among these accounts, often 
involving- the creation or funding of overdrafts^ constituted 
criminal', activity. The author specifically cites \ * unauthorized 
loans, chtock kiting, possible forgery (or at the Very least, 
extensive \ use of unauthorized signatures) J \ potential 
misappropria tion of funds, possible illicit campaign contributicns , 
diversion or loan proceeds, ana potential bank fraud". Ref. at 5. 

| , \ 

In support* of these allegations, the author of the Referral 

describes some 76 banking transactions, nearly all involving the 
making, presentment or payment of checks by one of the McOougals or 
by business entities associated with the McOougals. Ref. at 6 - 17 . 
Based soLely on this information, it would appear that the 
McOougals .‘regularly issued checks on Madison Guaranty accounts with 
insufficient funds; Once payment was made on these checks, the 
resulting overdraft would often be funded by a check drawn on 
another McOougal account at Madison Guaranty, which frequently 
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GTRAID 3. aCCCrZLL 
February 23, 1993 
Page 3 

created yet another overdraft in the second account. Nctaticns on 
some of the checks suggest that they reflected ''loans from one 
entity under/the control of^the Xc?onq^Ls to another x or to one of 
the McOougals individuaiTyT 

/ 

The ref erra further suggests that many of £he checks bearing 
the signature of ' one of the McOougals were, in fact\ signed by the 
other McDougal or by Lisa Anspaugh. The referral cites no 
evidence, however, that any instruaents were executed^ in the naae 
of an authorized signer without permission. The ref erral \ further 
notes a, check in the amount of $3,000, drawn on a personal account 
of Mr. and Mrs. McDougal and dated April 4, 193 5, which was made to 
the order of the "Bill Clinton Campaign Fund”. This account 
allegedlly carried an overdrawn balance at the tiae the check was 
vritteru which continued for approximately 3 0 days. Ref. at 11. 
On the same date a second check in the amount of $3,000, payable to 
Madison Guaranty, was drawn against one of the McOougals' business 
accounts. Ref. at Other than the alleged overdrafts, the 

significance of these checks tc any thecry of criminal , activity is 
not clear. \In addition, in several instances, the author of the 
referral alleges that $15.00 overdraft fees were charged by Madison 
Guaranty to MCDougal accounts but were subsequently' cancelled. 

\ \ V 

The author' v of the referral alsc allegesth^t, "the McOougal's 
[sic] clearly\diVerted funds frcm their rMa dison Guaranty ] heme 
purchase and improvement loan of $3 51,5 0 2-; — funded In 2/85 , for 
other purposes" .Ref . at 7. The referral specifically alleges that 
more than $100,000 was "diverted" to the repayment of other loans 
then due from the McOougals to Madison Guaranty. Ref. at 7 and 10. 
No evidence is offered, however, that any false statement or entry 
was made by either of the McOougals or Ms. Anspaugh in connection 
with the home loan or that the improvements to be done on the home 
were not completed. 


D. ALLEGATIONS RELATING TO CLINTONS ANP rCLSE-ISlT A 

The author of the referral lists President Clinton and Hillary 
Rodhaa Clinton as the first two of six ". . .witnesses who might have 

inf ormatiofr^ of the su «;p*gtgd violation!! R a f „ — et— fS . 'No factual 

claims can be found in the referral to support the designation of 
Mr. or Mrs. Clinton as witnesses. 

Other than the campaign c c ntri hut io ns -, — c i t ed — above, the 

referral! simply identifies the Clintons as among, "[t]hose who 
allegedly stood to gain the most from these numerous and 
questionable inter-account transactions". Ref. at 5 and 17 . This 
claim isi based upon the implication by the author of the referral 
that the— Clintons may have invested in one or more real estate 
ventures undertaken by the McOougals. Ref. at 5. Citing newspaper 
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February 23, i*»3 — 

?!<;• 4 ^ 

references, the^author also speculates concernihq a $25,000 check 
issued by one at the McDougal entities in March 19*5, stating that 
"...this could have been t he tiae gran s in which Whitewater (the 
McDougal business entityV*is~ conductTIB^tra^sactions Regarding the 
house that/was allegedly purchased and subsequently sold by Ms. 
Clinton" ./ Ref . 13. No other inf ormat ion. regarding this 
speculation is contained in the referral. \ 

Similarly, several references are found in the\ referral to 
former Senator J. William Fulbright as a principal of a\corporation 
named "Earth Movers, Inc." Ref. at 7-8, 12 and 14. The referral 
describes two checks drawn against McDougal accounts in April and 
May, 19(85 , i totalling $50,000, which were made or endorsed! to the 
order of Earth Movers, Inc. One of these checks, in thet amount of 
$3 0,0001, was issued by one of the McDougal entities! to James 
McDougal, endorsed by McDougal to Earth Movers, then used by Earth 
Movers to i purchase a Madison Guaranty cashier's check. The 
referral states that the $30,000 cashier's check had not been 
located. Other than creating or increasing overdrafts, in the 
subject accounts, facts suggesting the significance of,these checks 
or the implied involvement of Fulbright in the McDouga^ls ' financial 
affairs are not provided in the overdraft. 


provides substantial factual support fcr the 
assertion that Mr. and Mrs. McDougal 's conduct may have constituted 
a breach of fiduciary duty, abuse of position, and self-dealing. 
The referral does not provide, however, factual allegations 
sufficient to tstablish the elements of any of the criminal 
statutes used in the prosecution of bank fraud cases (13 U.S.C. 5S 
215, 656, 657, 1005, 1006, 1014, 1344 or 1956). 

The author of the referral, for example, repeatedly alleges 
"check kiting" on the* part of the McDougals. Check lei ting involves 
the use of accounts at two or more financial institutions to obtain 
interest-free loans by taking advantage of the time\ required to 
complete the check-clearing process. The conduct described in the 
referral), v h qwever, is almost fully limited to th e' issuance and 
deposit jof checks, drawn on accounts with insufficient funds, 
within Mladison Guaranty. While the issuance of such "bad checks" 
may constitute 'a violation of state law, it is generallyv outside 
the scope of Federal prosecution. \ 


Moreover, the referral does not include allegations of conduct 
suggesting a level of criminal intent necessary to satisfy that 
element jof any of the principal Federal bank fraud ;statutes. 
Misapplication of funds, (13 U.S.C. $S 656 or 657), limited to bank 
insiders, requires that the act be done "willfully", defined as 
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erJiL Jj 5 . MCOOWILL \ 

February 23, 1993 
Page 5 •* — >/ 

voluntarily and purposely, with th« specific intentNpo disobey or 
disregard the' law. Fif th^±gguit~ gisara^Jury. Instructions at SI. 
The general/ bank frapd'statuta (18 U.S.C. $^1$4) requires that a 
scheme or/ artifice be executed in an efforbsto defraud the 
institution " knowingly ■ , defined as voluntarily or\intahtionally , 
not because of/aistake or accident. Fifth Circuit Pattern Jury 
Instructions at 49. The false entry statutes (18 U.'S.C.\SS 1005 
and 1006.) , also limited in scope to bank insiders, require that the 
false entry/ be made "with intent to defraud" the\ fihancial 
institution, defined as the intent to cheat or deceive\ the bank. 
Fifth Circ uit Pattern Jury Instructions at 130. \ i 


The absence of facts establishing criminal intent on the part 
of the McOougals argues persuasively against the initiation of a 
criminal investigation. Further, the referral does not claim that 
any specific loss to the institution resulted frca the McOougal's 
checking' account activity. Ref. at 19. The payment' of/ checks 
drawn against deficient balances and the waiver of overdraft fees 
are common, if improper, accommodations regularly extended /by banks 
to substantial customers. The referral does not allege that this 
account activity was not correctly reflected op/ the books and 
records of Madison Guaranty or in reported to^Fbderal regulatory 
agencies . 




It should also be noted that James 3. McOougal was apparently 
indicted, tried and acquitted in 1988 or 1989 in connection with 
his involvement with Madison Guaranty. Ref. at 2; Letter fr.cn 
Charles A . Banks United Sta tes Attorney, to Gen R .. Ptttus ■ SPtCIfll 
Aoent in Charge , dated October 16, 1992. No details relating to the 
previous prosecution of McDougal have been provided. 


Finally, no facts can be identified to support the designation 
of President Bill Clinton, Hillary Rodham Clinton or Governor Jim 
Guy Tucker as material witnesses to the allegations made in the 
criminal! referral. \\ 

i\ )\ 

F • RS C 9M X mAII31< - 

Basted solely upon available information, and in\light of 
applicable law and current Fraud Section standards for prosecution, 
the conduct of James B. McOougal, Susan H. McDougal and Lisa 
Anspaughi as^described”ln th'fi" criminal referral aoes nax: 4"ppear to 
warrant the initiation o t a criminal investigation. 

I 
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US. Department of Justice 


Criminal Division 


L^D:GCac:lr=_- 
Typed 3/2/93 
agfflfcT 



mQWQfam 


FROM:: 


l 


/Douglas N. Fraziar 
/ Assoc i at* Daputy Attornay Ganaral 

i John C. Kaanay^l^^H l-* 4 * 

| Acting Assistant Attomay Ganaral 


SUBJECT: \ Racasal by tha U.S. Attomay's Offica for tha/Eastam 
\ \ District of Arkansas on a Rasolution Trust.- Corporation 

\ \ Raftrral*. / / 

\ \ / / 

Tha wttaehad racuBal package vas forvardad /for raviav from 
your ofrica\o* Fabruary 18, 1993. Wa hava raviav i the /material in 
the packaga sad hava concludad that thare is nc idantifiabla basis 
for recusal tha Unitad Statas Attornay^^urthar , va^would not 
question a\dicision by tha Unitad Statas Attomay to daclina 
furthar substantive action on tha referral. A copy of tha Fraud 
Section's memorandum summarizing our raviav is attachad for your 
usa and, should you dacida it is appropriata, for forwarding to tha 
Unitad Statas Attomay's Offica in Littla Rock. 


Attachments 



nr,*P'c 


RTC 



aesoiunoN rausr con rotLcnoH 
R«oJ«a| TW Crmia 
BowufntCjdUaa 


The Honorable Richard M. Peoce 
United States Attorney 
Eastern District qf Arkansas 
U.S. Post Office/and Coons Building 
600 W. Capitol,' Room 331 
P.O. Box 1229 / 

Little Rock, Arkansas 72203 

i j 

Re:*. #7236 Madison Guaranty Savings <& Loan 

\ Little Rock, Arkansas • In Receivershio (11/29/90) 

CEIMm L H£FE R RAL DU MBE R emi 

\ \ 

Dear Mr. Peace: \ 

\ \ / \ 

On September 1,\1992^ the above captioned criminal referral wa^ubmitted to your office 

by the Resolution Tnisv Corporation's (*RTC) Kansas CryT>£fice of Investigations, On 
December 15, 1992, RTC Kansas Gey Investigations received a Idllei Luui rSI Special 
Agent in Charge ("SAC*), Don K. Pemis, acknowledging receipt of the referral and directing 
any further inquiries to Assistant United States Attorney Floyd Mac Dodson. However, it 
is my understanding that Mr. Dodson has recently left the U. S. Attorney's office, and this 
letter is therefore being directed to you. 

Prior referrals submitted simultaneously to both the U.S. Attorney's Office and the F3I have 
generated responses advising this office of either declination of prosecution, or that a case 
has been opened oa the basis of the referraL To date, the RTC Kansas Gty Office of 
Investigations has received no further correspondence regarding the aforementioned referral. 
In order ta update RTC Investigations files, a written response as to the current sums of 


/ 


this referral would be appreciated. 




\ 


\ 


Should you have any questions, or require additional information, please do not hesitate to 
contact either myself at (816) 968-7237, Supervisory Investigator Lee Ausea at (816) 963- 
7243, or Field I nvestigations Officer L. Richard Iorio at (816) 963-7212. \ 

f Very truly yours, 

- 

Criminal Investigator 


D wen Srr+et. Sura 200 . fcn ios GTy. Mescui. 64 11 Z (8 ldiSJ 1-2212 


a nnno^n 


816 



r I 

Reference is made to your letter of May 4, 1993. Former U.S. 
Attorney Charles A. Banks determined that this office/ has a 
conflict of interest with conducting an investigation or 
prosecuting-, any criminal charges concerning this matter, j 

The previous prosecution by this office of .James McDcugal, 
former president of the institution, and two other,personsi resulted 
in not guilty \yerdicts . Allegations suggesting a politically 
motivated prosecution were made during ancL^after the triai^ 

Considerable^ media attention was given to such allegations. 


These allegations were entirely groundless. However, Hr. 
Banks felt that a second investigation/prosecution could give the 
appearance of inappropriate motivation. Consequently, this matter 
was referred to the Office of Legal Counsel, Executive Office for 
U.S. Attorneys, U.S. Justice Department, Washington, D.C. 20530. 


I have not heard from that office, and I do not know the 
status of the ETC referral. Please contact the Office of Legal 
Counsel i ^telephone number 202-514-2041, for information regarding 
the current status of this matter. \ \ 

| V Yours truly, \ 










RICHARD H. PENCE, JR. 
United States Attorney 


RP/lc _ 
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KAdison Guaranty Savings 6 Loan 
Criminal Referral *730CR0192 
Auguet U, 1993 ? ags 6 

7c. Indicate whether the suspected violation appears to be an isolated Incident or whether 
it relate* to other transaction*. (Explain) 

Mo; this violation is not isolated, but is one o f ®*ny like instances which aay have 
contributed to the failure of the institution. 

8. EXCLUSION OF INFORMATION FROM THE REFERRAL: 

Ha* any pertinent information been excluded from this referral as a result of any lsgal 
or other restraint? 

__ Tea X No If so, why? 

Nave the excluded information or documents been segregated for later retrieval? 
Ye* No 

9. HAS SUSPECTED INDIVIDUAL ( S ) MADE ANY ADMISSIONS? 

Yea X No If so, who? 

10. WITNESSES: 

List any witnesses who might have information about the auapected violation and 
describe their position or employment. Indicate if they have been interviewed. (Use 
continuation sheet, if necessary.) 


.NAME 

posmoN 

ADDRESS 

(CTTY/STATE/Zy) 

TELEPHONE | 
.NUMBER 

[ INTER VIEWED 1 

1 YES I 

1 NO -| 


| Grr| Younj 

Former WG&AL Cktc/ FimackiJ 
OfTWrr 

Luilc Rock. Atuaui 

Unknown 


* j 


I Dili Gi moo 

| W>Kc-w»icr DrwL PnncioaJ 

| Wuiwipot D.C 

^ UeAnowv 


1 x I 

3. 

i Htllirv RodMm Cimoa 

| WS t »ev*i«r CcvtL Pnenooi 

| w«Auinofl. O.c 

1 

i 1 

1 X 1 

■ I 1 III! 

S. 

1 

1 

i 

1 1 

1 1 

1 

1 1 III! 


11. DISCOVERY AND REPORTING: 

a. Who discovered the suspected violation and when7 
Investigator; in May 1992 

b. Has the suspected violation been reported to the Board of Directors? 

Yes No Not Applicable 

9y whom and when? Not Applicable 

c. Has the Board of Directors taken action? 

____ Ye* _ _ ___ No Not Applicable 

If so, what and when? Not Applicable 

d. Has the suspected violation previously been reported to federal or local law 
enforcement or to any federal or state supervisory agency? 

Yes X No 

If Yes, Agency: 

Agent : 

Address: (City/Seat*) 001016 

Telephone Number: HOUSE 
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Madison Guaranty 4 Lo«n 

Criminal Referral F73QCR0196 
Auquet IB, 1993 Page 14 

• « riviiw of the Madison Marketing 00A statements, neid by Central Sank 6 Trust, 
to datarmi.no tha aeacua of that account on tha data that tha $3,000 chack to 
Susan McOouqal waa written, aa wall aa final determination on tha dispoaitloo of 
tha funda 

• a raviaw of tha American Savings 4 Loan, Yellvllle, Arkansas, racorda ralatinq 
eo Chris Wade‘e chackinq account, to determine tha final disposition of tha 
S3, 000 chack written to him by white Watar Oavalopmant Corp. 

• further invaatiqation into tha alloqad divaraion of tha Paacock down paymant by 
Jim McOouqal for uaa in tha Caatla Cranda tranaaction 

• a raviaw of tha aourca of dapoaita and account activity in tha Bill Clinton 
Political Coanitcao Account racorda at tha Bank of Cherry Valley. 

• further invaat iqation into tha poeeible conflict of intaraat reqardinq Hillary 
Clinton rapreaantinq hor buainoaa partner* a thrift before another atate agency, 
whoae department auparviaor waa a political appointee, daaiqnated by her huaband. 

7c. Indicate whether the euapacted violation appaara to be an leolated incident or whether 
it relatee to other tranaactiona. (Explain) 

This tranaaction, rather than beinq an iaolated incident, waa reflective of the 
practieee engaged in by McOouqal. hie buaineae aaaociatee, and other MCS4L inaidera 
ultimately raaultir.q in the insolvency and failure of the inetitution. 

B. EXCLUSION Or INFORMATION FROM THE REFERRAL: 

t 

Hae any pertinent information bean excluded frets thie referral aa a reault of any leqal 
or other restraint? 

?aa X No If so. why? 

Hava the excluded information or docuoante bean segregated for later retrieval? 

lee X No 


9. HAS SUSPECTED INDIVIDUAL* S ) MADE AMY ADMISSIONS? 

Yae X No If eo, who? 

10. WITNESSES: 

List any witnesses who might have information about tha euapacted violation and 
describe their position or employment. Indicate if they have bean interviewed. (Use 
continuation sheet, if necessary.) 


NAME 

POS7TI0N 

ADDRESS 

(CTTY/STATE/ZIP) 

TELEPHONE 

NUMBER 

INTERVIEWED 1 

YES 

NO | 

t. 

Km fcacoct 

BwiMa partner tad to n ot 
Ounce Pcacor* III 

Bald KooO. Artuut 

Uakaows 


X 

1 

£. Dee* Unorua 

BtduMa partner o i Ouncs 
fctcoct III /O waiter Hvdrauiuc 

Bald Kttoe, Axtaiuaa 

Ueteowm 


X 

1 

j. W Fuibrpu 

McOongal Dtuitca Mtocutt and 
ifmh bonu»ar 

little Roe*. Artaiuaa 

Uekeowm 


X 

a. 

Puncu Heritage 

Former um«M uwutt to 
(hnlt EVP Joha Lubam 

The Rom Lew Firm 
liuw Rock. Artaatae 

u “— 


X 

3. 

Ocveny SaucM Stiu/Tcr 

Former Artitut State Secvnucs 
Dew SAL Sueermaor 

little Kocl AmatM 

u **— 


X 

A 

Hillary Rosiu* Qimod 

Former Cow earn to MGSAL 

Little Roes. Arkadies tad/or 
WaaAieftom. D C. 

u “— 


X 
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Madison Cutcancy Savings 6 Loan 
Criminal Rsfsrral #730CR0192 
August 13, 1993 Page 4 
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7*. EXPLANATION /DESCRIPTION OF SUSPECTED VIOLATION. Proved* a brisf narrative description 

of the activity giving riaa to the referral, explaining what i« unusual oc Lrregular 
about the transaction. Oetails will bs provided lacsr In ths fora. The purpose of 
this paragraph is to provids a summary description of ths ovsrall transaction. (List 
applicaDls account numbsra.) 

James 8. McOougal crsacsd an ovsrdraft situation to pay $30,000 to J.W. FulbrlghC 
from a whits watsr Osvsiopmsnc Corporation (‘Whits Water*) checking account ac 
Madison Guaranty Savings £ Loan (“MGS6L"). Whits w*esr la a partnarahip 
consisting of Jamas 8. and Susan McOougal, and Bill and Hillary Rodham Clinton. 

Using cns Whits Watsr check, McOougal purchaaad a caahlsra chscJc payabis to J. 

W. Fulbnght; ths Fulbrignt aignatura in ths sndorssmsnt appsara to bs J La 
McOougal* a handwriting. McOougal thsn raimburaad himaslf through an allsgad 
author usd bonus payment from Madison Financial Corporation ( "KTC* J which was 
paid dirsctly into Whits Wacsr's account at MGSfcL psr McOougal* ■ instructions. 

An additionai $20,000 paymsnt was mads to J. w. Tulbright from Jim £ Susan 
McOougal ' a psrsonal account. This check was wrlttsn whan ths personal account 
was Already ovsrdrawn and auossqusntly ovsrdrsw it furthsr. Hsrs again, McOougal 
purcnassd a casnisrs chsck payabis to Fulbright with ths chsck drawn on ths 
psrsonal account. McOougal reimbursed himaslf through a cashisrs chsck drawn 
from m.CSCL * ■ loan dspartmsnt caahisra chsck account and dspoaicsd to hia psraonal 
account to covsr ths overdraft. 

All of this activity occurred within a 30 to 35 day tims psnod. 

Previous investigation indicated that ths MFC board of director's meeting 
minutes, admittedly invented during the 1986 FHL8 examination, wars contrived to 
fit ths transact ions wnich had already occurred. This referral alleges that ths 
board resolution authoricing ths payment of ths bonus to McOougal was an attempt 
to hide ths embezzlement of ths $30,000 by McOougal used to cover ths $29. 744.87 
overdraft by whits w*esr. Ths S20.000 cashiers chsck appears to bs an unsecured 
Loan from MCS£L to McOougal. There is no record of a $20,000 loan to McOougal 
in ths trial balance, nor «*■ one approved by the board of directors as evidenced 
by the minutes. McOougal caused cns S20,Q00 to bs paid to himaslf to cover an 
ovsrdraft balance of S<17.6a2.80> on hia personal account. These two 
transactions generated a $50. COO loss to Madison Guaranty. 


7b. GIVE A CHRONOLOC I CAL AN0 COMPLETE ACCOUNT OF THE SUSPECTED VIOLATION: (Use continuation 
eneee. if necessary.) 


* Relate key events to documents and attach copies of those documents 

• Explain who benef ittsd, financially or otherwise, from the transaction, how ouch, and 
how . 

* Furnish any explanation of ths transaction provided by ths suspect and Indicate to 
whom and wnen it was given. 

• Turnish any explanation of ths transaction provided by any other person. 

* Furnish any evidence of coverup by ths suspect, or evidence of an accsopc to deceive 
federal or state examiners or others. 

• Indicate where the suspected violation took place (e.g., main office, branch, other). 
' Recommend any further investigation that might assist law enforcement in fully 

examining tn# potential violation. 

On 4/19/85 check #138 for S30,000 was issued to James B. McOougal from White 
Water Development account #2301515 with the notation "loan repayment.* when the 
check was written, the account balance was $270.13? when the check was force 
paid, it overdrew the account balance to $<29, 744 . 87>. 


McOougal endorsed this $30,000 check to Earth Movers, Inc., a company whose 
principal ie former Senator J. M. Fulbright. Earth Movers, Inc., In turn, 
endorsed the check to MGS&L on April 19, 1985 for the purchase of csehiers check 
#Q2 577 drawn on MGS£L account #7001312 and payable to J.w. Fulbright. The 
cashiers check was then deposited at Rigqa National Sank with rulbright's 
endorsement. It should be noted that this endorsement does not appesrr**o be 
fulbright * e? McOougal has admitted. In an Interview with an investigative team 
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hired by thd* 8oard o f DLrsccors in 1987, that ha had baan signing things for 
Fuibright for 20 yaars. Tha handwriting appears to be HcOougal *e. 

According to tha KTC board of director seating minutes dated April 17, 1985, MFC 
author load tha prepayment of an annual bonus to Jim HcOougal in tha amount of 
$30,00(7. The board resolution stated that *aaid bonus is to be paid directly to 
Whitewatar Development . * On April 30, 1985 HTC made check #1940, drawn on 
account #7000006, payable to Whitewater (sic) Development . This check wss 
endorsed Tor Deposit Only* to the wnits Water Development account #2301515 by 
White Water Development (handwriting appears to be Greg young’s, who also wrots 
and signed the check). This deposit brought the balance of the account from 
$<29 , 744. 87> to 5255.13. 

As it has already been established that the HFC board of directors minutes were 
contrived, the conclusion is that tha authorised propayment of HcOougal* a annual 
bonus was simply a method to allow HcOougal to embezzle funds through 
manipulation of the accounts which he controlled. He clearly used the White 
Water account to pay his unknown obligation to J.W. Fuibright and schemed to 
deprive Madison Financial Corporation of funds to reimburse the White Water 
account. 

In similar fashion, an May IS, 1985. HcOougal issued, from his personal account 
#424, chsck #748 for $20,000 to MGSGL for ths purchase of cashiers chsck #<22704. 
When the personal chsck was written the balance of the account was $<S,085.30> 
and when it cleared, it overdrew the account to S<2S , 281 . 6S>. The cashiers check 
payee was J. w. Fuibright and the remitter was indicated to be Earth Hovers, Xnc. 
Ths cheek was allegedly endorsed by J. W. Fulbrignt and deposited to Riggs 
National 8ank on Hay 17, 1965. 

On S-20-85 a S20.000 cashiers chsck (#LN2644> was deposited to HcOougal* s 
personal account which elsared the overdraft and brought the balance to 
$2,317.30. This cashiers check was drawn on MCS&X.‘s loan department cashiers 
chsck account and appears to be an unsecured loan to HcOougal. According to the 
attached board of directors minutes, there is no record of board approval for a 
$20, COO loan to Jim HcOougal. 

Here again, it is apparent that HcOougal used MGS&L funds (by way of writing a 
chock on insufficient funds) to pay some type of obligation to J. W. Fulbrignt 
and then reimbursed himself for Che payment with MGS&L funds. It has not been 
established whether funds came back to HcOougal from Fuibright. It appears that 
HcOougal endorsed the items for Fuibright or possibly forged Fuibright' s 
signature, but it is also highly likely that Fulbrignt allowed HcOougal to funnel 
money through his account, given the nature of their 20 year relationship . 


001013 

HOUSE 
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Mad: son Guaranty Savings 4 Loan 
Criminal Referral /730CR0196 
Auguac 13, 1993 ?*9* 2 


C. PERSON (S) SUSPECTED OP CRIMINAL VIOLATION: Compiat* subparagraphs (a) through [a) on 
aach individual auapactad of criminal activity. (If oora than ona, uaa continuation 
ahaat). Includa primary auapacta only. Individual* who say hava knowladg* of tha 
auapact criminal activity, tut who ara not thaaaalvaa auapactad of being involved, 
ahould ba liatad aa witnaaaaa undar Itam 10. ?rovida any additional dataila known with 
raapact to prior rafarrala or affiliation*. 


NAME: ( First/Ml/Last ) 

ADDRESS: (Streec/City/SCats/rip) 
DATE OF BIRTH: (Month/Day/Ysar ) 
SOCIAL SECURITY NO: 


MeOougal. James B. 
Currant Addraaa Unknown 
3/2S/40 
431-74-5041 


b. Ralationahip to tha financial Institution: (Chack all appllcabla block*) 


x~ 

1 orr ktr 1 

| Employe 

| Broker ! 

1 X | Shareholder 

1 Appniaer I 

X 

1 Director | 

| At«nt 

1 X t BoiTo-tr | 

| X | Account Holder 1 

| * | Ow«COB ! 


la parson at ill affiliatad with tha financial Inacitucion: 
_ Yaa X no 


If No, tarminatad . raaiqnad X Oata (Month/Day/Year 1 : 

Oaacnba circunacancaa: (If nacaaaary, uaa continuation ahaat) 

McDouqal raaiqnad frcm tha Board of Diractora In December 1985; howavar ha 
remained activa in tha Association* a day to day buainaaa via hia involvamant in 
it* a wholly ownad suoaidiary, Madison Financial Corporation. Ha was ramovad from 
any further affiliation with tha Aaaociation by tha Federal Horn* Loan Bank in 
July 1986. 

Ftlor or ralatad rafarrala: 

X Yaa No 

If Yaa, plaaa# identify. 

McDouqal was indicted, triad and acquittad in 1989 on bank fraud cnarqae attorning 
from tha Caatla Grande loan tranaaction funded by Madiaon Cuaranty Saving* 4 
Loan. In addition, R7C Invaat iqat ion* has submitted tha following criminal 
rafarrala naming McDouqal aa a auapact: 

1) /C0004, submitted 9/1/92, alleging McOougal'a involvamant in an elaborate 
chack kiting achama parpatratad through various accounts at MGS6L. 

2) /73QCRQ19Q alleging McDouqal* a involvement in a acneme to divert loan 
proceed* for tha benefLt of Jim Guy Tucker. 

3) P73GCR0192 allaging McDougal's participation with J.W. Fulbright in an 
allaged achama to embexxle and/or kita fund* through MCS6L accounts. 

4) P730CR019S allaqinq McDouqal * a abuse of poaltion and conspiracy to defraud 
MCS6L of ovar S3 million in funds channalad into and through it’s 
subsidiary, Madison Financial Corporation 

Is parson affiliated with any other financial institution; 

X Yaa No 


or buainaaa 

x Yaa 


enterprise: 
No 


If yaa to either or both, piaaaa identify. 


coioas 


McDouqal waa tha principal shareholder and Board Member of Madison Bank 6 Trust, 
formerly the Bank of Kingston. HOUSE 

McDouqal ia a principal In tha following buainaaa enterprises* 

PLS0069S 
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Mediaen Markat lng 
McQaugai 4 Aaaociatee 
Flovervood rarme. Inc. 
Pemacook Manor, Inc. 
Great Southarn Land Co. 
Smitn-Tuckar-McOougai 
Kinga River Land Company 


822 


uonatruction 

Madiaon Financial Corporation 
Whita watar Oevalopmanc Corp., Inc. 
Rolling Manor, rnc. 
Tuckar-Smith-McOougai 
Smith-McOougal 
Hon Oil Company 


001036 “ 
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Mediaon Guaranty Savlnqe & Loan 
Criminal Referral *730CR0196 
Auquat 18* 1993 ?«qa 4 


6. PERSON ( S ) SUSPECTED OF CRIMINAL VIOLATION: Complete aubparaqrapha (a) throuqil (•] on 

each individual auapactad of criminal activity. (If more than on«, uaa continuation 
ahaat). Includa primary auapacta only. Xndlviduala who may hava knowladqa of tha 
auapact ccuunal activity, but who ara not thamaalvaa auapactad of bainq lnvolvad, 
ahould ba liatad aa witnaaaaa undar Itam 10. Provida any additional datalla known with 
raapact to prior rafarraia or af f lliationa. 

a. NAME: (Fir at/MI/Laat ) Paacock, Charlaa HI 

ADDRESS: ( Straat /City/Stata/ lip) Rt. 2, Box 219 

Bald Knob, Arkanaaa 72010 


DATE OF BIRTH: (Month/Day/Yaar ) Unknown 

SOCIAL SECURITY NO: 431-68-9294 

b. Ralationahip to tha financial inetitutioni (Chack all applicable blocka) 


| Officer | 

| | Eaptoyw | 

| Broker 

1* 

1 Skunhottcr | 

| Apprwtf 

X l Dircrrof ! 

| | 

X | Borrower ! 

lx 

| Account Holier | 

1 Other, tpaohr i 


c. la paraon atlll affiliated with tha financial lnatltution: 

Yea X No 

If No, terminated , raaiqnad . Data (Month/Oay/Yaar J : 

Oeacnba clrcumatancea: (If nacaaaary, uaa continuation ahaat) 

d. Prior or related rafarraia: 

Yaa No 

If Yaa, pleaee identify. 


a. la paraon affiliated with any other financial inatitutlon; 
Yaa no Unknown at thia time 


or buaineaa entarpriia: 

X Yaa No 

If yaa to either or both, plaaaa Identify. 

Charlaa Peacock III la a principal in tha followinq buaineaa entarprlaeai 

Paacock Financial Corporation Peacock Farma 
Paacock Brothara Company K&0 Landacapinq 

Dixie Continental Leaamq 


0010o7 
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Madiaon Cuaranty Saving* & Loan 
Criminal Referral /7J0CR0196 
Auguat IB, 1993 Page S 

6. PERSON (S) .SUSPECTED OT CRIMINAL VIOLATION: Complete eubparagraph* (4) through [ « } an 
•act! individual suspected of criminal activity. {12 more th4n on*, us* continuation 
ah**t). Includ* primary auapecta only. Individual* who may have knowledge of th* 
auapact criminal activity, but who ar* not th*ma*lv«* suspected of being involvad, 
aftouid b* liatad aa witneaae* undar Itam 10. ProvLd* any additional dataila known with 
c**p«ct to prior rafarrala or affiliation*. 

a. NAME: ( Ftrat /Ml/Laat ) 3111 Clinton Political Committee Fund 

Account / 81-313 


ADDRESS: ( Streec/City/State/Zip) 

OATE OF BIRTH: (Month/Day/Yaar ) 
SOCIAL SECURITY NO: 


Bank of Charry Vallay 
Charry Vallay, Arkanaaa 

Not Appllcabl* 

Not Appllcabl* 


d. Ralationahip to tha financial institution: (Chock all applicabla block*) 


| Officer | 

| j Employe ! 

| Broker 

| Shareholder 

| | Appnuer | 


Director 


Agent 


Borrower 


Acoouet Holder 

X 

Rccprent of alleged 
majopropnaced funds 


c. la paraon atill affi liatad with tha financial lnatltution: 

_ _ Yes X No 

If No. terminated , resigned . Oat* (Month/Oay/Yoar ) I 

Oeacnba circumstance*: (If naceaaary, uaa continuation ahaat) 


d. Prior or raiatod rafarrala: 

x Ya* No 

If Yaa, plaaa* idantify. 

On September 1, 1992, RTC Invaatigationa submitted criminal refarral /C0004 in 
con^uncticn with Madiaon Guaranty Saving* 6 Loan, and an aiaborata chock kiting 
schema involving account* tiad to antitias related to McDougal and hi* buaineaa 
associates. 

e. la paraon affiliated with any othar financial inatitution; 

x Yaa _ No 

Bill and Hillary Rodham Clinton war* borrowers at Jim McDougal'* Madison Bank and 
Trust of Kingston, Arkanaaa; tha loan waa in tha name of Hillary Clinton, 
although M*. Clinton has previously stated that th* funds war* uaad for tha 
benefit of Whit* Water Development, a bus inaaa partnership between th* McDougal* 
and th* Clintons. Th* Clinton' a war# further affiliated with tha Bank of Charry 
Vallay through real estate loana obtained by thair buaineaa interest. White Water 
Development, Inc. 

or buaineaa enterprise: 

X Yaa No 

If yes to either or both, please idantify. 

White Water Development, Inc. 
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7a. EXPLANATIOMJOESCRIPTION or SUSPECTED violation. Provide a brief narrative description 
of th* activity giving ria* to th# referral, explaining what La unuaual or irregular 
about the tranaaction. D*taila will b* provided latar in th* fora. The purpoa* of 
thie paragraph ia to provid* a luMiry daacription of th* ov*call tranaaction. (Liat 
applicable account nunbara.) 

On April 5. 1985. Madiaon Guaranty Savinga 6 Loan ( "MCS6L* ) , an Arkansas atat* 
chart*r*d inatitution. mad* two loana totalling $347,000 to Charla* Peacock III, at 
that tin:* a anar*nold*r in, and former director of . MCSCL. Th* raaultlng loaa sustained 
by th* aaaociation exceeded S<34O,C00>. Loan #2406 for 5297,000 to Peacock's company, 
Outie Continental Laaamg. wa# allegedly for th* purchae* of 23.77 acr«* of land 
•outn*a*c of Littl* Roc it (a portion of th* auodlviaion known aa Maple Creek Tara#), and 
loan #2354 for S50.0C0 to Chari** Peacock III, collateralized by cotnaercial air 
conditioning equipment valued at $273,000. wa* etlpulated for "buam#**' purpoa** on 
th* loan application. However, document* contained in th* aaaociation* a file* 
eetabl lift that th* loan proceed# were actually Intended to aarve aa th* down payment 
on th* aforementioned 29.77 acre*. Tor th* purpoa** of thia referral, th* allegation# 
contained, herein will involve only loan #2354 for S50.000, although it ia atrongly 
recommended that the 5297,200 tranaaction be thoroughly reviewed for potential fraud 
aa well. 

When lean #2354 wae funded via caanier'e check on April 4, 1985, one day before the 
loan document* were actually aigned on April 5. Charlea Peacock remitted only 538,940 
to th* cioatng agent. Cuapaw Title Company, on April 5 for the purpoa** of property 
down payment. 3y Peacock - a own adaiaaton in an April 1987 deooeition (*** attached 
exnibit), tneae fund* were aubaequently diverted by JLa McSougal, wno "sad* a down 
paymenc on th* 145th Street Property" involving "Jim Cuy Tucker and several other 
people mat are involved in it... So it wa* all kind of a tled-together operation." The 
property identified oy Peacock ia commonly referred to aa Caatle Grande, and did In 
fact involve Jim McSougal, Jim Cuy Tucker, Seth Ward, and several ocher Hadlaon 
Guaranty Savinga 4 Loan insider*. RTC Inveat Igationa atrongly recommend* that th* 
diversion of the*# loan proceed* for the down payment on th* "145th Street property" 
be further mveetigaced m conjunction with thia referral. 

Prior to funding 533.940 of th* S50.000 loan proceed* to Quapaw Title Company on April 
5. 1985^ .Peacock allegedly diverted S6.000 from th* proceed* to purc.haa# two caahiar** 
checxs on April 4, 1985; cneck number* Q2497 and <22 498, drawn on MGStL account 
#7001312. Each check -i« in the amount of 53,000, each w*i purchased in th* name of 
either a Peacocx relative or buainesa associate, and each wae payable to 8111 Clinton, 
individually rather than th* 3 ill Clinton Political Committee. The** two check* war* 
auoaequenely deposited to th* 3111 Clinton Political Committee account (#81-313) at the 
Bank of Cherry Valley, Cherry Valley, Arkanaa*. Peacock allegedly went ao far aa to 
purchase cashier's check /Q2499 in the amount of S4.Q0 to cover th* $2.00 aaaeaament 
for checks #Q2497 and Q2498. At the time the** cashier'* checks war* issued on MCS&L'a 
account #7001312, it wa# overdrawn by $<46 , 88 1 . 2 4>. 

On the a am* day, rlowerwood Farm*, Inc., an entity ownad and operated by James 8. and 
Susan H. McOougal, issued check #000192 to Madiaon Guaranty for $3,000; this referral 
:*- incorporate# th* allegation contained in previously submitted RTC criminal referral 
#CC00 4 , that these fund# were used to procure MCStL cashier's check #Q2496 for S3, GOO, 
purchased in the name of former senator J. W. Tulbrignt and payable to th* 8111 Clinton 
Campaign fund. According to information obtained from an interview with* Jama* 3. 
McOougal, conducted by former Special Invaac lgat ive Counsel Jeff Gecnah of the Memphis 
law firm Sorod S Huggins, hired by th* MGS&L Board of Directors in lace 1986 to 
investigate th* McOougal* a activities at the thrift, McOougal admitted that he had been 
"signing document#* for Senator Fulbright "for twenty years", lending a strong degree 
of procability that the caanier'e cneck in question w«« in fact purchased by McOougal, 
and occamed in conjunction with th# two cneck# from P#acock, a# evidenced by th# 
sequential order of the check* (#Q2496, 2497, 2498 and 2499). It ahould be noted chat 
the signature on the rlowerwood Tara* check ia allegedly that of Susan McOougal. 
However, it bear# no resemblance to M*. McOougal' a signature as it appear* on numerou* 
other MCSSL document*. 

In addition, check #688 for 53,000 payable to th# 8111 Clinton Campaign rund wa# iaaued 
from Jam** 8. McOougal** personal account on April 4, 1985, aigned by Su*§a McOougal. 
wnlch appear# to be her actual signature. A# previously referenced frf c £?C criminal 
referral #C0004, tale check wae written on the McOougal* e account wnen the balance wae 
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*c a negatix* S<7.897.73>; the check wu force paid, allegedly on McOougai* a authority, 
subsequently overdrawing the account to S<10. 397 . 73>. Both tha check from McOougai' a 
personal account and caanier'a chack /Q2496 wara dapoaltad into tha a ana alii Clinton 
Political Committee account ae tha Bank of Chaery valley. 

Tha SS0.C00 loan to Charlaa Paacock III, from which 56,000 in campaign contribution! 
wara misappropriated, raaultad in a $43,500 loaa to tha aaaociation. Tha $273,000 
wortn of commercial air conditioning unita collateralising thia loan wara appraised at 
$1,S00, and ultimately sold aa aalvaga on rabcuary 12, 1990, to Llttla Rock comaereial 
air conditioning contractor John May, thua raducmg tha SSO.OOO dabt to $48,500, Thia 
appaara to ba excessive dapraciation for auch allagadly high dollar cocnsarcial 
equipment. subsequently landing credibility to allagationa of falaa statements on tha 
original value of tha collataral. and an implied intent to defraud fadaral ixumaci. 
Aa noted in tha examiner* a workpapara contained in tha 1986 thrift exam, 'these a/c 
unite ware purchaaad by Chaa Peacock at an auction of new building aquipmant around 
82/83 for a fraction of their original coat... Hr. Oanton (MCS6L loan officer ton 
Oencon), however, ia not aware of tha condition, location, or fair take value of thia 
collateral although ha doea know that Peacock la currently in poaaeaeion of sex* 
(emphasis added by FHLfl examiner) of tha unita...*. Tha examiner* a comment! go on to 
note that ait.tougn a loan loaa reeerve waa probably nacaaaary for thia loan, tha amount 
that should have bean raaerved waa inestimable at the time. 

Emulating a pattern aiailar to tha April 4. 1985 campaign contribution! , comparable 
tranaact icna totalling an additional S10,500 appear to have occurred in both February 
and Octccer of 1985. Theaa tranaact lona coneiated of funda force paid througn overdrawn 
MCS6L accounts styled Madison Marketing (a McOougai owned entity), and unite Water 
Development Corporation {a partnership consisting of Jim 6 Susan McOougai, apd Bill 6 
Hillary Rodham Clinton), in addition to funds from Jim McOouqai'a paraonal account. 
Tha auoject checks ware payaoia to thrift inaidere and/or McOougai relatives for 
amounts of $3,000 to S4.SG0. Tha proceeds from each of these transectiona can not ba 
completely traced by RTC Invaatigat ions due to tha involvement of other financial 
institutions over wmen tna RTC has no jurisdiction. Should these allagationa- be proven 
during any ensuing investigation, tha potential loaa to the aaaociation from payaant 
of campaign contribuc ions could exceed 522,000. 

Tha Arkaoaaa State Coda ia specific with regard to the contribution and acceptance of 
campaign funds. Title 7 (Elections) , Chapter 6, Subchapter 2 (7-6-203) of the Coda 
states under the following paragraphs: 

(a) 'It shall be unlawful for any candidate for any public office, or 

any person acting in the candidate's behalf, to accept campaign 

contributions in excess of one thousand dollars (51,000) per any 
election. * (this amount wee amended down from S1,SQ0 in 1990.) 

(b) * It snail be unlawful for any person to make a contribution to a 

candidate for puolie office or to any person acting in the 

candidate's behalf wnich, in the aggregate, exceeds one thousand 
dollars ($1,000) per election...* (again amended down from SI, 500 in 
1990) 

(g) *:t shrfll be unlawful for the Governor, lieutenant Governor, 

Secretary of State (etc.)... to accept a contribution during the 
period beginning thirty (30) days before and ending thirty (30) days 
after any regular eeaeion of the general assembly. — Suring such 
periods of time it snail be unlawful for any person to promise a 
contribution to the aforementioned elected officials.* 

The two $3,000 cashier's checks (/Q2497 and Q2498), plus McOougai ‘a personal check /6BB 
for S3.000, and Flowerwood Farms check 4 000192 used to pureness cashier's check *32496 
for $3 , CC0 , totaling 512.000 In campaign contributions allegedly made on April 4. 1985 
by McOougai and Peacock, were aubaaquantly dapoaltad to the Bill Clinton Polieieal 
Connie tee account (/Bl-313) at the Bank of Cherry Valley. The Bank of Cherry Valley is 
located in Cherry Valley, Arkansas, a small community approximately 160 miles northeast 
of Little Rock. Thia was not the only account (maintained at the Sank of Cherry Valley 
with wnic.n Bill Clinton was associated; White Water Development Corporation had two 
seal estate loans with the bank ae well. The source of funds utilized ¥S?3»ooe of the 
payments on these ioana are discussed in RTC criminal referral /CQ0Q4. According to 
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Information obcainad from th# Arkansas Stat# Sanxmg Coouiaion. th# same Individuals 
wfio owned th* Bank of Cherry Valley, Roland wiiaftira and Lex Colden, ara or wara the 
principal* of th# on* bank holding company (the Madison Corporation) to wnoa Jamas a. 
McOougal sold his failing Madison Sank £ Trust of Kingston. Arkansas, in early 1987. 
In addition, Mauric* Smith, a principal and/or loan officer of Th* Bank of O.arry 
Valley, was allsgadly a long tins associate of and frequent caller to Jamas S. 
McOougal, as noted By th* MCS£L phon* log records. 

Th* Arkansas Cod* further statss under Title 7, Chapter 6, Su&chapter 2 (7-6-201) the 
following ‘Definition#*: 

"... "Person* means any individual, proprietorship, firm, 
partnersmp, joint venture, ayndicats. labor union, 
business trust, company, corporation. association, 
cammittse. or any other organization or group of parson* 
acting in concert..." 

"Contribution" means, whether direct or indirect, 
advances, deposits, or transfers of funds, contracts, or 
obligations, whether or not legally enforceable, 
payments, gifts, subscript ions, assessments, payment for 
services, dues, advancements, forbearance, loans, pledge 
or promise of money of anything of value, whether or not 
Isgally enforceaole. to a candidate, committee, or 
holder of elective office, made far the purpose of 
influencing th* nomination or election of any candidate. 

• 

This rsfsrrai alleges that MCS£L owner and CEO. James 3. McOougal, and MCS£L 
shareholder and former Director. Charles Peacock HI. not only violated their fiduciary 
responsibility to their state chartered, federaily ineured thrift. But further 
conepirad to misappropriate thrift funds for the purpose of making illegal campaign 
contr ibution* to the Benefit of Arkansas Governor Sill Clinton, subsequently violating 
the aforementioned state statute. In addition, McOougal further violated this statute 
with th* S3. 000 contribution from his personal account, plus the S3, GOO in funds from 
his flowerwood Farms, Inc. entity, which were allegedly diverted for th* purchase of 
casniar's check 0 Q2496. 

During the April 19SS time frame in which these 512,000 in contributions wore made, 
James 3. McOougal and Sill Clinton, along with their wives, Susan H. McOougal and 
Hillary Rodham Clinton, were business partners in whit* water Development , Inc., as 
previously notsd. Also during April 1985. Hillary Clinton, a partner in the Rose Law 
Firm of Little Rock, was acting as counsel tb Madison Guaranty Savings in their 
representations to th* Arkansas Sscuntlss Department Ms. Clinton was soliciting 
approval for the thrift to authorize and issue a class of preferred stock, which would 
provide badly needed capital for the thrift. This rsqusst occurred during a time in 
which the thrift was significantly below the rsquired THLB capitalization limlta, per 
the K?MG-?aac audit discussed in RTC criminal referral 173QCA0193. Other documentation 
and memoranda obtained from the MCS£L flies indicate that this was not the only time 
that McOougal and/or MG S£L EVP John Latham requested Ms. Clinton's specific legal 
assistance i ti addressing sensitive thrift issues (see attached exhibits), rather than 
utilizing John Salig of the Miechell firm, who served as General Counsel to MG5&L. 

The communications requesting approval to issue a preferred class of stock occurrsd 
between Hillary Rodham Clinton and Bsvorly Bassett (Schaffer) (see attached exhibits), 
a formar partner with the Mitchell law firm of Little Rock, whoa had been appointed to 
her state post as th* Savings £ Loan Supervisor By then Covamor Bill Clinton. Ms. 
Bassett had previous knowledge of Hadison Cuaranty Savings £ Loan from her tenure with 
the Mitchell firm. HGS£L records contained a 3/14/84 memo (sea attached exhibit P-1) 
from Ms. Bassett tb her law partner, Jim Cuy Tucker, regarding Jin McOougal and Cirla 
w*d*‘s activities in conjunction with Campooello Island and their failure to properly 
comply with th* Interstate Land Sals* Act (15 O.S.C., 1701). This issue is addressed 
at length in RTC criminal referral /703CH0199. In her memo, Ms. Bassett points out i 

"The failure to comply with th* Act in connection with on* or two previous 
land development project* is some evidence that th* failure once again to 
comply with th* Act was willful and not just a negligent oversl^W«£* 
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To. 


GIVE A CHROMOLOCI CAL AMO COMPLETE ACCOUNT OF THE SUSPECTZO VIOLATION: (Use continuation 
abase, if necessary. ) 

• Relate key ivanta to document* and attach copies of those documents 


2/1S/8S 


2/26^85 - 


4/4/85 


4/4/8S 


4/4/8S 


White Water Development Corporation Issues check *000132 on account 
*2301515 for S3 ,000, payable to Chris wade, and allegedly signed by James 
3 . McOougal; however, the signature appears to resemble that of Susan 
KcOougal, a frequent occurrence, and one that was addressed at length in 
RTC criminal referral *C0QQ4. when the check was written, the White water 
account was overdrawn $<l.891.G3>, bringing the balance to S<4,891.03> 
when the check was force paid, allegedly on Jin McOougal* s authorization. 
The check was endorsed 'For Oeposit Only', and deposited to an account at 
American Savings 6 Loan, Ysllville, Arkansas. Issuance of thle check to 
Chris wade, a Madison Guaranty insidsr and McOougal businsss partner. Is 
being alleged as a potentially illsgal campaign contribution. (Exhibit A-l) 

Check *615 is issued from James 8. McOougal *s personal account *000424, in 
the amount of S4,S00, payable to his mother, lorene McOougal, and signed 
by Susan McOougal. These funds were diverted from the proceede of a 
$351 , SQ2 loan granted to the McOougal * a by MCSfiL for the purpose of 
purchasing and renovating a home; proceeds having been deposited into 
their account on 2/22/65. This diversion of funds was also addressed in 
RTC criminal referral * CC004. Prior to thie depont, the McOougal* « 
account was overdrawn in excess of $<8,000>. Again, the allegation is set 
forth that these funds ware potentially utilized for Illegal campaign 
contributions. (Exhibit A-2) • 

Flowaruood Farms, Inc. issues check *000192 for $3,000 to Madison 
Guaranty, drawn on MCSfiL account *2301361, and allegedly signed by Susan 
McOougal; however the signature bears no resemblance to other documents 
containing Ms. McOougal* a signature. There is no endorsement on the back 
of the check with the exception of the 'Pay to any bank' stamp. This 
referral alleges that these funds were utilized to purchase MCSiL 
casr.iec * s check * Q2496 for S3, 000. (Exhibit 8-1) 

MCSfiL cashier’s check * Q2496 for 53,000, psyable to 'Bill Clinton 
Camoaign Fund' and remitted by J. W. Fulbright, is drawn on MCSfiL account 
*7001312 (overdrawn by S<46,381.24> at the time). The check is endorsed 
"For Deposit Only Bill Clinton Political Committee'. (Exhibit* 8-2, 3-3) 

Check *688 is issued on James 8. McOougal* a personal MCSfiL account 
*000424, for S3, 000 payable to '3111 Clinton Campaign Fund', signed by 
Susan McOougal. The check ia endorsed "For Deposit Only 3111 Clinton 
Political Committee.' The check force paid on May 3, 1985, overdrawing 
McOougal* s account to S<10,897 . 73>. (Exhibit C-l, C-2) 

MCSfiL cashier’s check * LN2461 for SSa,000, drawn on account * 7001347, is 
issued to the 'Account of Charles Peacock, III* denoting LN * 2354-70 and 
identifying a UCC-1 financing statement and collateral of Air 
Conditioners. The check is sndorsed by Charles Pescock III. (Exhibit D-L) 

An MCSfiL counter check for S6,000, payable to Madison Guaranty, is issued 
on account *15253, and signed by Charles Peacock III. (Exhibit 0-2) 

MCSfiL cashier’s check * Q2497 for S3, 000, payable to '3111 Clinton' and 
remitted by Ken Peacock (MCSfiL shareholder, son and business partner of 
Charles Peacock III), is drawn on MCSfiL account *7001312 (still overdrawn 
by $<46 , 38 1 . 2 4> . ) The check is endoried 'For Depoeit Only Bill Clinton 
Political Committee.' (Exhibit 0-3, 0-4) 

MCSfiL caehier ' s check *Q2498 for S3, 000, payable to '3111 Clinton' and 
remitted by 'Dean' (actually "Oene") Landrum (MCSfiL shareholder and 
bueinaas asaociate of Charles Peacock ZIZ in a company called Quall-y 
Hydraulic* - see exhibit* 0-4 and 0-6), 1* drawn on MCSfiL *7001Ji2 
(again, still overdrawn). The check is endorsed 'For Oepcnnx Only 8111 
Clinton Political Committee.' (Exhibit 0-5, 0-6) 
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2ND CASE of Level 1 printed in FULL format. 

UNITED STATES OF AMERICA, PLAINTIFF v. JAMES B. MCDOUGAL, 

JIM GUY TUCKER, and SUSAN MCDOUGAL, DEFENDANTS 

NO. LR-CR- 95 -173 

UNITED STATES DISTRICT COURT FOR THE EASTERN DISTRICT OF 
ARKANSAS, WESTERN DIVISION 

906 F. Supp. 499; 1995 U.S. Diet. LEXIS 17482 


November 15, 1995, Decided 
November 15, 1995, FILED 

DISPOSITION; [**1] The motion to dismiss for lack of jurisdiction (document 
no. 65) denied. James McDougal' s motion to adopt (document no. 105) granted. 

COUNSEL; ATTORNEYS FOR PLAINTIFF : Kenneth W. Starr, Esq., W. Ray Jahn, Esq., 
Bradley E. Lerman, Esq., Amy J. St. Eve, Esq., OFFICE OF THE INDEPENDENT 
COUNSEL, Little Rock, Arkansas. 

ATTORNEYS FOR DEFENDANTS; JAMES McDOUGAL - Sam T. Heuer, Esq., Little Rock, 
Arkansas. JIM GUY TUCKER - William H. Sutton, Esq., FRIDAY, ELDREDGE & CLARK, 
Little Rock, Arkansas. George a. Collins, Esq., COLLINS & 3ARGIONE, Chicago, 
Illinois. James J. Lessmeister, Esq., ARNOLD, GROBMYER & HALEY, Little Rock, 
Arkansas. SUSAN McDOUGAL - Bobby McDaniel, Esq., Jonesboro, Arkansas. Jenniffer 
Horan, Esq., FEDERAL PUBLIC DEFENDER, Little Rock, Arkansas. 

JUDGES: George Howard, Jr., UNITED STATES DISTRICT JUDGE 

OPINIONBY; George Howard, Jr. 

OPINION: [*499] ORDER 

Defendants have filed a motion to dismiss the indictment for lack of 
jurisdiction and for [*500] violation of their due process rights for 
alleged prejudicial interference with the grand jury, nl The Independent Counsel 
counters that he has jurisdiction by virtue of the conflict-of-interest 
provision under 28 U.S.C. ® 591(c) (2) . 

----------------- -Footnotes- ----------------- 

nl Defendant Jim Guy Tucker ("Tucker*) originally filed the motion to dismiss 
on September 25, 1995. Defendant James B. McDougal ("James McDougal") has moved 
to adopt the motion to dismiss, which is granted. Defendant Susan McDougal 
("Susan McDougal") also filed a motion to adopt Tucker's motion which was 
granted. In addition, Susan McDougal has filed her own motion to dismiss which 
includes the arguments raised by Tucker in the instant motion. 

End Footnotes- ------ - - - 

[** 2 ] 

The August 17, 1995, Indictment charges defendants Jim Guy Tucker ("Tucker), 
James B. McDougal and Susan H. McDougal with criminal wrongdoing in financial 
transactions involving Madison Guaranty Savings k Loan Association ("Madison") 
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906 F. Supp. 499, *500; 1995 U.S. Disc. LEXIS 17482, **2 

and Capital Management Services, Inc. ("CMS"). The Indictment charges inter alia 
that Tucker engaged in a scheme with the McDougals and David L. Hale, who was 
president of CMS, to defraud Madison and CMS. 

In order to understand the arguments, a review of the relevant statutory 
provisions i3 necessary. The Ethics in Government Act of 1978, as amended by the 
Independent Counsel Reauthorization Act of 1994, 28 U.S.C. 519-599 (the 
"Independent Counsel Act"), permits the Attorney General to request that 
Independent Counsel be appointed in certain circumstances. Under ® 591(b), the 
Attorney General may request that an independent counsel be appointed when her 
preliminary investigation discloses that certain named individuals in the 
Executive Department may have violated the law. These individuals include the 
President and Vice President, the Director of Central Intelligence, Commission 
of Internal Revenue, and high ranking Executive Office officials. [**3] 

The Independent Counsel states that ® 591 (b) . is inapplicable in this 
situation,, as the Attorney General in this instance proceeded under ® 591(c) (2). 
"Pursuant to ® 591(c), the Attorney General may also conduct a preliminary 
investigation of persons not named in a 591(b) if an investigation by the 
Attorney General or other Department of Justice official 'may result in a 
personal, financial, or political conflict of interest.'" Morrison v. Olson, 487 
U.S. 654, 660 n. 2, 101 L. Ed. 2d 569, 108 S. Ct. 2597 (1988). 

If the Attorney General determines that further investigation or prosecution 
is warranted, she shall apply to the Special Division of the Court for 
appointment of an independent counsel. The Act gives the Special Division the 
power to choose who will serve as independent counsel and to define his or her 
jurisdiction. 28 U.S.C. a 593(b). Morrison, 487 U.S. at 678. 

The Attorney General requested the appointment of an independent counsel on 
July 1, 1994. n2 She requested that the Special Division provide the independent 
counsel with the same jurisdiction it had granted Robert B. Fiske, Jr., who the 
Attorney General had appointed on January 20, 1994, to act as regulatory 
t**4) independent counsel to take over all investigations relating to Madison. 
n3 


.... -Footnotes* * ........ 

n2 On June 30, 1994, President Clinton signed into law "The Independent 
Counsel Reauthorization Act of 1994." 

n3 The Attorney General defined Mr. Fiske' s authority in a final rule 
codified at 28 C.F.R. » 603.1. 


End Footnotes - * - 

In her application, the Attorney General stated the following: 

I have concluded that the circumstances of this matter call for the appointment 
of an independent counsel pursuant to 28 U.S.C. $ 592(c)(1)(A), because 
investigation by the Department of Justice of the allegations of violations of 
criminal law by McDougal and other individuals associated with President and 
Mrs. Clinton in connection with Madison Guaranty Savings k Loan, Whitewater 
Development Corporation, and Capital Management Services, Inc., would present a 
political conflict of interest. See Independent Reauthorization Act of 1994, ® 
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906 F. Supp. 499. *500; 1995 U.S. Dist. LEXIS 17482, **4 
4(a) (amending 28 U.S.C. • 591(c)). 

The Special Division appointed Kenneth W. Starr as Independent Counsel 
(**5) on August (*501) 5, 1994. n4 The Special Division's order defined 

the jurisdiction of the Independent Counsel as follows: 

Kenneth W. Starr, Esq., ... is hereby appointed Independent Counsel with full 
power, independent authority, and jurisdiction to investigate to the maximum 
extent authorized by the Independent Counsel Reauthorization Act of 1994 whether 
any individuals or entities have committed a violation of any federal criminal 
law, other than a Class B or C misdemeanor or infraction, relating in any way to 
James B. McDougal's, President William Jefferson Clinton's, or Mrs. Hillary 
Rodham Clinton's relationships with Madison Guaranty Savings 6 Loan, Whitewater 
Development Corporation, or Capiital Management Services, Inc. 

The Independent Counsel shall have jurisdiction and authority to investigate 
other allegations or evidence of violation of any federal criminal law, other 
than a Class B or C misdemeanor or infraction, by any person or entity developed 
during the Independent Counsel's investigation referred to above and connected 
with or arising out of that investigation. 


The Independent Counsel shall have jurisdiction and authority to seek 
indictments and [**€) to prosecute any persons or entities involved in any of 
the matters described above, who are reasonably believed to have committed a 
violation of any federal criminal law arising out of such matters . . . 

. . . The Independent Counsel, as authorized by 28 U.S.C. 9 594, shall have 
prosecutorial jurisdiction to fully investigate and prosecute the subject matter 
with respect to which the Attorney General requested the appointment of 
independent counsel . . . and all matters and individuals whose acts may be 
related to that subject matter . . . 


----------------- -Footnotes- ----------------- 

n4 The Special Division is a division of the United States Court of Appeals 
for the District of Columbia which is authorized to appoint independent 
counsels. It consists of three circuit court judges or justices appointed by the 
Chief Justice of the United States to serve for a two-year period. One of the 
judges must be from the United States Court of Appeals for the District of 
Columbia and no two judges named may be from the same court. 28 U.S.C. 9 49. 

---------- - -End Footnotes - - - 

The t**7J authority of the Independent Counsel to investigate and 
prosecute persons other chan those designated as "covered* under 9 591(b) has 
been recognized by ocher courts. See e.g. United States v. Clarridge, 811 F. 
Supp. 597 (D.D.C. 1992) . Indeed, defendants do not argue that section 591(c) 
only applies to "covered persons." Thus, that defendants do not fall within the 
definition of "covered persona" under section 591(b) is irrelevant to the 
Independent Counsel's authority to investigate and prosecute under section 
591(c) matters relating to the subject matter to which the Attorney General has 
requested the appointment. There is no question chat che indictment in this 
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case involves the subject matter of the Attorney General's request. 

Susan McDougal argues that section 591(c) does not apply to her because she 
is not "someone who poses a conflict of interest problem with the Department of 
Justice." The conflict of interest determination, however, is not for Susan 
McDougal to make. Rather, the Attorney General's decision to seek the 
appointment of Independent Counsel is hers to make, and is not reviewable in any 
court. 28 U.S.C. 9 592(f) . 

Defendants further argue that if the basis [**8] of the appointment of the 
independent counsel is the Attorney General's conflict of interest, then her 
failure to file a notice of recusal, pursuant to 28 U.S.C. <9 591(e) (2) is fatal. 
The Court disagrees. 

The specific recusal provision sets forth the standards when the Attorney 
General must recuse and the procedure for doing so. Thus, recusal is required 
where the Attorney General has a personal or financial relationship with the 
person being investigated. Here, the Attorney General asserted merely a 
political conflict of interest, and thus, the requirement of section 591(e)(2) 
that the determination warranting recusal be in writing is not applicable. 

[*502] In sum, the Court finds that jurisdictional grant to the Independent 
Counsel was proper and that the Independent Counsel has the authority to 
prosecute these defendants. 

Defendants also argue that the indictment should be dismissed for violating 
their due process rights and Federal Rule of Criminal Procedure 6(d) . That is, 
they contend that as Judge Woods determined that the Independent Counsel did not 
have authority to prosecute Tucker in an earlier indictment, the Independent 
Counsel was without authority to be in the grand [**9] jury room presenting 
evidence in this case. 

Rule 6(d) provides that only government attorneys, the witness testifying, a 
court reporter and interpreter, if necessary, shall be present while the grand 
jury is In session. The presence of the Independent Counsel as a government 
attorney is therefore authorized. Defendants' attempt to bootstrap Judge Woods' 
dismissal of the earlier indictment into a finding that the Independent Counsel 
was an unauthorized person is without merit. 

An indictment may not be dismissed for errors in grand jury proceedings or 
prosecutorial misconduct unless defendants have demonstrated chat they were 
prejudiced by misconduct. Bank of Nova Scotia v. United States, 487 U.S. 250, 
254, 101 L. Ed. 2d 228, 108 S. Ct . 2369 (1988). See United States v. Manchei, 

979 F . 2d 124, 126 (8th Cir. 1992) (indictment may be dismissed only if 
prosecutorial misconduct was flagrant and caused substantial prejudice to the 
defendant) . Defendants have not pointed to any misconduct which would rise to 
the level of " flagrant . " Judge Woods' dismissal pertains to the authority of the 
Independent Counsel to present the matters to the grand jury. Judge Woods did 
not dismiss the [**10]' earlier indictment because of some misconduct on the 
part of the Independent Counsel. 

Furthermore, defendants cannot demonstrate any prejudice. Defendants' 
argumenc that the present indictment is somehow the fruit of a poisonous tree 
(that is, the earlier dismissed indictment) is without merit. "The grand jury's 
sources of information are widely drawn, and the validity of an indictment is 
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§ 906 F. Supp. 499, *502? 1995 U.S. Dist. LEXIS 17482, **10 

not affected by the character of the evidence considered. Thus, an indictment 
valid on its fact is not subject to challenge on the ground that the grand jury 
acted on the basis of inadequate or incompetent evidence ..." United States 
v. Calandra, 414 U.S. 338, 344-45, 38 L. Ed. 2d 561, 94 S. Ct . 613 (1974). Grand 
jury proceedings are afforded a strong presumption of regularity, and defendants 
in this case have not met their burden of overcoming the presumption. See United 
States v. Kouba, 822 F.2d 768, 774 (8th Cir. 1987). 

Accordingly, the motion to dismiss for lack of jurisdiction (document no. 65) 
is denied. n5 James McDougal's motion to adopt (document no. 105) is granted. 

------------ -Footnotes- ----------------- 

n5 Defendants' request for oral argument on this issue is denied. 

---------------- -End Footnotes- ---------------- 

[** 11 ] 

IT IS SO ORDERED this 15th day of November, 1995. 

George Howard, Jr. 

UNITED STATES DISTRICT JUDGE 
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In the first trial of the Whitewater investigation, a jury today convicted 
President Clinton's former business partners of fraud and other crimes for a 
chain of bad loans issued by an Arkansas savings and loan association in the 
1980's. 

James B. McDougal, the owner of the savings association, was convicted on 18 
felony counts, and his former wife, Susan, was convicted on four felony counts. 
The third defendant. Gov. Jim Guy Tucker of Arkansas, was convicted on one count 
of conspiracy and one count of mail fraud, both felonies, and announced that he 
would resign by July IS to prepare his appeals. As a result, the President's 
home state will now be governed by a Republican, Lieut. Gov. Mike Huckabee, who 
is also a candidate for the United States Senate. 

The verdict, following a 12 -week trial in which President Clinton and Mr. 
McDougal were the only witnesses to testify for the defense, was a victory for 
the staff of the Whitewater independent counsel just as it was coming under 
heavy criticism by supporters of the White House as being partisan. 

The independent counsel, Kenneth W. Starr, said in a Washington news 
conference that he was "encouraged" by the verdict, the first in the 
30-month-old Whitewater investigation, which remains open. 

Before the McDougal -Tucker trial, the independent counsel had struck nine 
plea agreements,' including one with former Associate Attorney General Webster L. 
Hubbell, who admitted stealing from the law firm where he had worked with 
Hillary Rodham Clinton, and others with a string of minor figures, most of them 
associated with Mr. McDougal' s savings association. 

President Clinton said he accepted today's verdict and expressed personal 
sorrow for the defendants, a White House statement noted simply that Mr. Clinton 
had not been charged in the case. [Page 38.) 

When the President was asked this evening whether the jurors had not believed 
him, he replied: "You ought to ask them that. I doubt chat, I doubt that chat's 
what was going on." 

But che guilty verdicts were unwelcome news at the White House, which has 
recently had some success in leaving the matter behind for the Presidential 
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campaign. Republicans quickly seized on the result. 
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•At 5 P.M. today, the cover-up began to unravel as Clinton's hometown jury 
found Clinton's partners guilty," said Speaker Newt Gingrich's spokesman, Tony 
Blankley, who called a reporter. 


Moments after the verdict was announced, the nine women and three men who had 
deliberated for seven days left the crowded courtroom here, taking their tabbed 
loose-leaf notebooks and reams of heavily scribbled legal pads with them, along 
with any thoughts they may have had about the credibility of the President's two 
and a half hours of videotaped testimony. 


In a statement read by a Federal marshal, the jurors said they wanted to 
assure the public that "we have served with pride and integrity." 

While the defense had put great hopes in Mr. Clinton's testimony, the jurors' 
vote -- in which they accepted 24 of 30 counts -- seemed to indicate that it did 
not outweigh the all the evidence offered by the prosecution. 

Several jurors said this evening that they believed the President's testimony 
and did not believe the testimony of David Hale, the main prosecution witness. 
Nonetheless, these jurors said, they voted for the convictions because there was 
so much evidence other than Mr. Hale's testimony that implicated the defendants. 

"David Hale perjured himself on the witness stand," said Colin C. Capp, an 
automobile salesman on the jury. "The President totally discredited Hale's 
testimony. But the documentary evidence against the three was overwhelming." 

Mr. Hale is a confessed felon who told the jurors that he had conspired with 
the McDougals and Mr. Tucker to issue fraudulent loans of about S3 million. Mr. 
Hale also said he had issued one of the Federally backed loans after Mr. Clinton 
had sought it, an accusation that the President adamantly denied. 

Federal investigators revealed at the trial that almost $SO,000 of the 
$300,000 loan Mr. Hale issued to Mrs. McDougal had ultimately wound up paying 
for expenses for the Whitewater land venture. On all the charges involving the 
loan in which Mr. Hale said the President had a role, the jury came back with 
guilty verdicts against the McDougals. 

"I don't know if they disbelieved the President -- maybe they just didn't 
believe me, I don't know," Mr. McDougal said on the courthouse steps. 

In his comments, Mr. Starr played down the significance of Mr. Hale's 
testimony by noting thac the case had been built primarily on a complicated 
paper trail. 


’•We obviously are gratified by the verdict," he told reporters outside his 
office building, across the street from the Justice Department. "It was an 
elaborate documentary case, not just a testimonial case, and that required 
dutiful attention." 


Mr. Starr has had to fend off criticism in recent weeks about his continuing 
to work as a private lawyer while also running this case. He seemed to have thac 
criticism in mind when he said today chat his role in the office had not been to 
make all decisions unilaterally. 
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•What we have instituted in this office, as I have said publicly before, is a 
very careful, elaborate, deliberative process," Mr. Starr said. "It is not the 
judgment of one individual. It is the judgment of a group of professionals." 


Senator Bob Dole, the presumptive Republican candidate for President, was 
cautious in his response to the verdict. "I haven't commented on Whitewater 
since Day 1, so I won't comment on today's whatever," Mr. Dole said today. "I've 
just sort of stayed out of it. The White House has been saying, 'D' Amato, Dole, 
all this stuff,' and I have never made any comment." 

Not all Republicans were so restrained. Mr. Blankley said, "It is a black 
night at spin control central in the White House." 


Senator Alfonse M. D' Amato, the New York Republican who has served as 
chairman of a committee investigating Whitewater, said tonight: "For those who 
said that there's no there there, the verdict in Little Rock says that they're 
wrong. It validates the work of the committee and its efforts to uncover how it 
is that millions and millions of taxpayers' money was lost in a system that 
benefited political cronies." 


Under a compromise worked out between the Republicans and Democrats in 
Senate, Mr. D' Amato's committee must complete its work next month, and the 
Senator said he would hold to that agreement. 

"We're going to conclude our work by June 14, and the report will be made 
available on the 17th, " he said. 


Senator D' Amato said the verdict showed "that there is more to that than just 
being political." 

For Mr. Clinton, the -first sitting President since Gerald R. Ford to provide 
testimony in a criminal case, the spectacle of his participation so concerned 
him that he ordered his lawyers to take steps in court to prevent the public 
release of his videotaped deposition. 

But the outcome today is not expected to be the last time Mr. Clinton will 
have to testify in a case brought by Mr. Starr, as defendants in a second case, 
set to begin in June, have already issued a subpoena for the President's 
testimony. In that case, the owners of a small Arkansas bank Chat held deposits 
of Mr. Clinton's have been accused of hiding contributions to several campaigns, 
including Mr. Clinton's campaign. 

Mr. Clinton is expected to be questioned in that case about his 1990 decision 
to appoint one of the bankers to the Arkansas Highway Commission, a plum 
patronage post. That banker is accused of hiding illegal campaign contributions 
before that appointment. 

Other aspects of Mr. Starr's inquiry also remain open. For example, he is 
still reviewing the circumstances surrounding the disappearance of some billing 
records from Mrs. Clinton's former law firm in early 1994, records that had been 
sougnt by investigators. A White House aide said she had found the records in 
the book room of the White House residence, a few paces from Mrs. Clinton's 
office, in August 1995. They were turned over to investigators this year, nearly 
two years after the first subpoena was issued for them. 
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Mr. McDougal had once been a close political ally and business partner of Mr. 
Clinton. But in the last four years, he has been a source of political 
difficulty. He drew the President into the case by obtaining a subpoena 
requiring Mr. Clinton to testify in order to challenge the credibility of Mr. 
Hale, a pivotal player in most of the counts against the defendants. 


Six of those counts concerned an improper $300,000 loan Mr. Hale had issued 
in 1986 to Mrs. McDougal through his Federally backed company. Capital 
Management Services. 


Investigators have said nearly $50,000 of the loan wound up paying the 
expenses for the 230-acre Ozarks land venture at the juncture of Crooked Creek 
and the White River that Mr. McDougal named Whitewater. Federal regulations at 
the time permitted Mr. Hale to approve such loans only for economically 
disadvantaged borrowers, under a Federal program. 


Mr. Hale testified that he had issued the loan after it had been requested by 
Mr. Clinton and that the Governor had insisted that his name not appear on any 
documents in the transaction. Mr. Hale also said that Mr. McDougal had sought 
that loan and others to take care of the "political family" in Arkansas. 

Mr. Clinton was called to refute Mr. Hale's testimony and raise questions 
about his character. Defense lawyers calculated that the jury would decide to 
take the word of the President over that of an admitted felon wno is about to 
enter prison. 


On the last day of the trial, after Mr. McDougal had testified for two days, 
defense lawyers played the testimony of the President. Videotaped a few day9 
earlier in the room in the white House where Roosevelt had in another era 
charted the course of World War II, Mr. Clinton steadfastly denied that he had 
ever discussed any business with Mr. Hale. 

Prosecutors had accused the McDougals and Mr. Hale of a variety of fraud 
violations involving a complex web of loans that prosecutors asserted had been 
intended to loot both the McDougals' savings association and Mr. Hale's 
investment company. Both institutions were backed by the Federal Government, and 
the losses from the two were ultimately borne by taxpayers. 

During the trial, the prosecutor, w. Ray Jahn, sketched a portrait of a 
series of fraudulent land deals, typically at vastly inflated prices intended to 
generate false profits and through the use of front-men. 

The fraudulent transactions included eight loans of more than $3 million from 
Madison and Capital Management in the 1980' s. One of the central deals was an 
$825,000 loan that Madison, with the assistance of Mr. McDougal and Mr. Tucker, 
lent to an associate of Mr. Hale. 


Mr. Tucker faces a maximum sentence of five years in prison and fines of up 
to $250,000 for each count on which he was convicted. He is facing a second 
indictment on Federal bankruptcy fraud charges. 

On each of IS counts on which he was convicted, Mr. McDougal faces a maximum 
sentence of five years in prison and a fine of up to $250,000. The other three 
counts carry a maximum sentence of two years in prison and a fine of uo to 
$250,000. 
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Mrs. McDougal also faces a maximum sentence of five years in prison and a 
fine of up to $250,000 on three of the counts against her, and two years in 
prison and a fine of $250,000 on the fourth count. 


Mr. Clinton was asked whether the jurors had not believed his videotaped 
testimony, in which he denied accusations by the Government's main witness, 

David Hale, that Mr. Clinton sought an improper loan when he was Governor of 
Arkansas . 

CORRECTION -DATE: May 30, 1996, Thursday 
CORRECTION: 

An article yesterday about the conviction of President Clinton's former 
business partners, in the first trial of the Whitewater investigation into a 
failed savings and loan association, omitted a word in some editions and thus 
misstated the question to which the President was responding when he said: "You 
ought to ask them that. I doubt that. I doubt that that's what was going on." (A 
related article, about the White House's response to the verdict, also reflected 
the error.) 

GRAPHIC: Photos: Gov. Jim Guy Tucker, top, left court yesterday after his 
conviction in a Whitewater-related case. James B. McDougal and his ex-wife, 
Susan, who is shown arriving at court earlier in the day, were also found 
guilty. {Associated Press) (pg. Al) ,* Kenneth W. Starr, the Whitewater counsel, 
said yesterday that he was encouraged by the verdicts in the first trial in his 
30 -month investigation. He spoke at a Washington news conference. (Agence 
France-Presse) ; President Clinton and Leon E. Panetta, the White House chief of 
staff, walking to meet with reporters yesterday in Washington after the verdicts 
in the Whitewater-related trial in Little Rock, Ark. (Associated Press) (pg. 

B8 ) 

LANGUAGE: ENGLISH 
LOAD-DATE: May 29, 1996 
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Arkansas Gov Jim Guy Tucker and James and Susan McDougal are convicted of fraud 
in Whitewater trial in Little Rock; jury rejects defense contention that 
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legal merit; verdict represents setback for Clinton Administration during 1996 
presidential campaign; portraits (M) 
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UNITED STATES OF 
V 

JAMES B. MCDjZfUGAL, 
JIM GUY TUQKER, and 
SUSAN jH . MpDOUGAL 


\ 


UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF ARKANS> 
WESTERN DIVISION 


iNDftrmsNT 
No. LR-CR- 



10 U.S.C. 5 371 > 

ie u.s.c. s 2 

18 U.S.C. 5 1343 
13 U.S.C. § 1344 
18 U.S.C. S 1341 
18 U.S.C. § 1014 
18 U.S.C. S 657 
18 U.S.C. § 1006 


THE GRAND JURY CHARGES : 

COUNT ONE 
INTRODUCTION 
times material to this 

(a) ^Madison Guaranty Savings & Loan Association ("MGSL") 
was a state-chartered, federally insured savings and loan 
association located in Little Rock, Arkansas. Its deposits . were 
insured by the Federal Savings and Loan Insurance Corporation 




( "FSLIC" ) . 

n 
! \ 


(b) Madison Financial Corporation ("MRC?) was a wholly 


owned subsidiary of MGSL. It encaged in real estatfe investment and 
development . 

(c) Defendant JAMES B. MCDOUGAL was an owner ^f MGSL and 
the president and chairman ol tht ooard ol directors of MFC. 
Defendant JAMES B. MCDOUGAL owned over 60% of the stock of MGSL. 
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<d) Defendant^SUSAN — Hr . — JdQDOUGAL 
defendant JAMES B^MCDOUGAJL and owned 
stock of MGSlyr Defendant SUSAN H. MCDOUGAL 
real estate/broker, w£o-'-rCrked for FT 
division if MFC. /defendant SUSAN H. MCDOUGAL 
from the sale/of property owned by MFC. 

1 Home Loan 

agency/ of the United States Government 

supervji.se Savings ana loan institutions insured by the FSLIC. The 

II. |l 

FHL3B 1 examined insured institutions to assure that thev were 

i i / i 

operated \in a safe and sound manner and in conformity with 

\ \ 

applicable \laws and regulations. 

\ \ . 

\ (fv) The Small Business Administration X "SBA* ) was an 

V \ y ( 

agency of x.hey United States Government wit irresponsibility for 

_dlsadvantaged 



providing financial assistance to s mall ar 


\y 


businesses. The SBA funded „ and regulated a program for small 
business investment companies {"SBICs") . SBICs were privately 
owned investment companies, supported through SBA funding, and 
mandated to provide financing to certain qualified small business 
concerns. An SBIC was eligible to receive leveraged funding from 

! I \\ 

the SBA * 1 at a ratio of as much as feur to one, that\ is . for every 
one dollag ^of private capital invested in an SBI C4 Che SBA could 
invest up to four dollars in additional capital. \ 

* (g) Capital Management Services, Inc. ("CMS") was a 

privately owned SBIC licensed by the SBA and located in Little 

i 

Rock, Arkansas. Under SBA regulations, CMS was authorized to make 
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=ially 


nomlcally disadvantaged small business 

required co submit a portfolio finance 
report -- y Porm 1031 ^-""60 the SBA for each'"-lpan it ma^e. The Form 
1031 incftic ^rtfong other things, the name of cfibsDersoh or entity 
lending the money, the amount of\£he Y oan » the 
aan, and the financing terms. 

Ui) The amount of money that CMS could lend\ to\ any one 
borrower | was limited by SBA regulations. Those regulations 

r. moare Lh 


to who j 
purpose ( 



provided that an SBIC could not lend any one borrower 


77 


:han 30V 


of the SBIC's private capital. Prior to April 1986, CMS could not 

lend any one borrower more than $150,000. In or about April 1986, 

\ \ / / 

CMS ' s lending limit increased to $300,000 to any .one borrower. 

\jl\David L. Hale was an owner and^^e Preside\v^ of CMS. 

(k) \pefendant JIM GUY TUCKER was an attorney in Little 
Rock, Arkansas, whc represented MGSL, CMS and David L. Hale in a 
variety of matters. As an attorney for MGSL, defendant JIM GUY 
TUCKER had a fiduciary duty to represent the institution honestly, 
faithfully, and without conflict of interest. Defendant JIM GUY 

TUCKERrwas a partner in certain business ventured with defendant 

1 1 

JAKES B . MCDOUGAL. Defendant JIM GUY TUCKER also 'borrowed from 
MGSL andV^Lhrnugh various buaineaa entities, ^ram ^CMS 

(l) Dean Paul Ltd., Inc. ("Dean Paul Lt<i. H ) was a 
corporati on controlled by Dean Paul, a business associate cf David 
L. Hale and, on occasion, a client of defendant JIM GUY TUCKER. 
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(m) Castle Se 
December 31. 1985 > 
on or about 
thirds of 


) was incorporated on 
ter system from MFC 
'CKER owned two- 



Soutnloop") was 

a wholly^ owne^ subsidiary of CSW. Defendant JIM GtJ^ TUCKER caused 
its incorporation on June 22. 1987. 

2 l Beginning no later than 1985. and continuing\ through at 
least jl.987 , in the Eastern District of Arkansas, and elisewhere 


\ 


JAMES B. MCDOUGAL , 
JIM GUY TUCKER, and 
SUSAN H. MCDOUGAL. 


' ‘ \ / / 

defendants herein, and others known to the Grand Jury, including 

conspire, and 
the Unitdd States, 



David L. Wl'e, did knowingly and willfully 
agree with other to commit offenses againsj 

to wit: 

(a) to knowingly ,and willfully,, and with intent to 
defraud, misapply and cause to be misapplied the monies, funds and 
credits of MGSL, in violation of Title 18, United States Code, 
Section 657; 

(b) to knowingly and willfully make, ^and cause to be 

made, false entries in the books and records of MGSL with the 

! \ 1 \ 

intent to^defraud the institution and deceive the JULBB, an agency 


\ . 


of the United States, and its examiners appointed to examine MGSL's 
condition, in violation of Title 18, United States Code, Section 
1006; 


I 
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(c) to knowjja^i y dirtf- wiil^ully participate, share in 
and receive, dir^dfly and indirectly, the mbney, profit, property 
and benefitsy^f a transaction of MGSL, with the intent to defraud 
the institution, and ^therUnited States^-c^id an agency thereof, in 
violation of Tip^e 18, United States Code, Section 10&6; 

(d Y to knowingly and willfully misapply\and cause to be 
misapplied/ the monies, funds and credits of CMS, a srjiall\ business 

investment comoanv licensed by the SBA, in violation i?f iitle 18, 

! / T ^ 

United States Code, Section 657; 

i J 

I I (e) to knowingly and willfully make, and cause to be 

\ 1 / I 

made, false entries in the books, reports and statements pt CMS, a 
small business investment company licensed by the with the 
intent tp ^defraud the United States, an agenpy thereof, and 
officers, Vxah^iners and auditors thereof, in 
United States^ Cgde, Section 1006; and 



ation of* Title 18, 


(f) to knowingly and willfully make, and cause to be 
made, in various loan applications, false statements for the 
purpose of influencing the actions of CMS in the making of 
fraudulent loans, in violation of Title 8, United States Code, 
Section 1014. 



Object of the Conspiracy J 

3. It was an object of the conspiracy that th& defendants 
'would and did fraudulently conduct the affairs of MGSL ^nd CMS to 
generate readily available funds to be used by them, or at their 


5 
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direction, to benefit thei r joint bus iness ventures, or to reward 
those who would, opioid, assist them in thelc ventures . 

4. It vas further an object of the conspiracy that the 

defendants Would and did^£wudursnLly->«£^ucture financial dealings 
with MGSL/and CMS/to conceal from examiners , auditors, 'and others, 
the defendant^ interests in, and benefits deri^d from, those 
transactions. 

51. ft was further an object of the consoira^y tjhat the 

i ! \ , 

defendants engaced in fraudulent and nominee transactions m which 

I I i 

assets: were transferred for the purpose of generating fraudulent 

I i 

profits or' disg rising fr^m examiners and auditors the true 

\ ' / / 

ownership of the assets. 


\ 


/ 


Ih was further an object of the conspiracy that Che 
defendant should and did engage in "land flip" and other fraudulent 
transactions \£or x the purpose of f inancihc ^individual inv estment 
opportunities in which the individual defendants bore no personal 
risk, while MGSL , MFC and CMS bore the entire risk. 


Manner and Means 

Ths 9g«,aad sf- M<??L, . M E<; and -CMS 

n \\ 

7!. I It was a part of the conspiracy that defendants JAMES B. 

■ \ \\ 

MCDOUGAL and SUSAN H. MCDOUGAL together controlled ; the majority of 

the stock of MGSL and directed, influenced and controlled the 


business affairs of MGSL and MFC. 
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8. It was further a part of t he conspiracy that David L. 
Hale controlled th^tnajority of the etocJc^tt^ CMS and managed and 
directed its business affairs. 

9. It was furthej^—a — part o f^the conspi cy that the 
defendants had various business dealings and 'inyesti enb,s that were 
of mutual interest or involved opportunities forN iare^ profits. 
In order to .finance these investments and to pay othe itutions 


for lo< 


been granted to them 



activities, it was necessary to obtain a continuous stream 


and financing. 


10. It wat further a part cf the conspiracy chat the 


/ 7 


defendants, needed to obtain funds and financing in a/ manner that 

\ \ / / 

would not attract the attention of examiners and auditors, 

\ \ 


Lola 


expose 


MGSL or CMS tb criticism by regulators, or appear to violate state 
and federal legislations. Thus, defendants^st ructured trans actions 
and generated fraudulent paperwork, when necessary, in order to 
make those transactions appear to be consistent with sound business 
practices and existing regulations, even when they were not. This 
was of particular concern in late 1985 and early 1986, when 
defendant JAMES B. MCDOUGAL expected that an examination of the 

n 

af fairsl of MGSL would soon be conducted. 




It was further 


part of the conspiracy that the 


defendants, aware of laws and regulations limiting and Vrontrolling 

I \ 

.the total amount of funds that could be lent by CMS to any one 

borrower/" the limited category of eligible borrowers , and the 

| / 

limited/ purposes for which funds could be loaned, took steps to 

LI 
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fraudulently circumvent tho se laws and regulations, by, among ocher 
things, arranging J&Sr CMS to make fraudulent loans to benefit 
themselves or ^tneir friends and business associates, using false 
and fraudulent loan applicati ons - and -proposals , submitted on behalf 
of nominees borrowers, and secured by insuffi teral . 

Fraudulent Transact! 


was further 


part of 


defendants/ would and did arrange for 
by MGSL ta finance a fraudulent real estate 

i I 

generate more than $500,000 of private capital to be paid in to 



CMS. 


\ \ 

13. tt was further a part of the conspiracy that, following 


, \ 

the infusion of approximately $500,000 in capital to 


and did apply\to the SBA for matching funds, 



CMS would 


order to provide 

the conspiraborS\with additional funds tcTuse in various business 
ventures . 

14. It was further a part of the conspiracy that defendant 
JIM GUY TUCKER would and did act as a nominee in transactions 
involving property on Main Street, in Little Rock, Arkansas. 

15. It was further a part of the conspiracy that "to continue 
to generate fraudulent profits and make funding available for their 
personalVuses, the defendants would and did undertake and cause a 




series of fraudulent financial transactions with MGSt 
CMS, including the following: 


MFC, and 


/'"Taj A series of transactions from in or about March 1985 

/ 

through in or about January 1986, in which the property at 1308 

. i 


s 
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Main Street, Little Rock^^ Arkaft s a a ^was transferred from one 
nominee to another £©r the purpose of gene rat lhg^false profits, and 
providing cash/fcenef its to defendant JIM GUY TUb^ER and others 
known to the/Grand Jury^ 

<b) A }dan from MGSL for $825 , 000 /tbsJDean \aul Ltd., 
secured py properties that were fraudulently appraised a\id over- 
valued. / The Aoan was provided to finance a fraudulent''' 
transaction/ Defendants JAMES B. MCDOUGAL 
others fcnoWn to the Grand Jury, including David L. Hale,] 
the transaction and loan for the purpose of providi 
to be used \:o increase the capitalization of CMS; 

(q) A loan of $143,000 from CMS to Larry E. ykuci, d/b/a 
Campobello\ReVlty Company, for the benefit, in part/ of defendant 
JAMES B. MCDOUGAL, which loan was obtained following the submission 
of a loan 'application that fraudulently e | yo rrp° g ‘ nrQH and 

purpose of the loan; 

(d) A loan of $65,000 from CMS to Stephen Smith, d/b/a 
The Communication Company, made for the benefit, in part, of 
defendants JAMES B. MCDOUGAL and JIM GUY TUCKER, which loan was 
obtained-, following the submission of a loan application that 
fraudulently misrepresented the use and purpose of the loan; 


H e) A loan of $1.05 million from MGSL y o CSW for the 
purchase of a sewer and water system owned by MFC, for tr\e benefit 
of defendants JAMES 0. MCDOUGAL, SUSAN H. MCDOUGAL* and\JIM GUY 


TUCKER, 


which loan helped generate inflated profits for MFC and 


commissions to defendant SUSAN H. MCDOUGAL; 

Li 
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(f) A loan 
in part, of defem 
H. MCDOUGAL 


to CSW for the benefit, 
TUCKER and SUSAN 



MCDOUGAL, / d/b/ 
defendants 
obtaine 

fraudulently misrepresented the use and purpose of the \loa^i; and 

( h) A loan of $100,000 from CMS to Southlodp for the 

f 

defendant JIM GUY TUCKER, and structured to conceal and 
hide defendant JIM GUY TUCKER' s interest in the loan. 


Overt Acts 

16. In\ furtherance of the conspirac^^and to effect the 
objects thereoE^/the following overt act^ — among otneri , were 
committed in the Eastern District of Arkansas: 

(a) In or about October 1985, defendant JIM GUY TUCKER 
obtained a $260,000 loan from MGSL to finance JIM GUY TUCKER'S 
purchase from MFC of property located in South Little Rock. The 
loan exceeded the value of the property by approximately 100%; 

(b) In or about October 1985, JIM GUY TUCKER signed a 
deed conveVi ng the property at 1308. Main Street to^ notWr nominee 


selected by JAMES B. MCDOUGAL; 

(c) In or about October 1985, 


defendants JA MES B . 


MCDOUGAL ^/and JIM GUY TUCKER had a meeting with David L. Hale in 
which they discussed and agreed to a plan to fraudulently use MGSL 
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funds co infuse 
purpose of fundip 



y~ $500 , OOTT^rB^capital inco CMS for Che 
from CMS Co Che de&endants and cheir 


January 19&B>^jief endan\ JAMES B. 
caused Che preparati^ap of X^audulent 
owned by David L. Hale\ in to 

loan co Dean Paul Led. ; 

December 31, 1985, defendant ^TIM GUY 

caused the incorporation of CSW for Che pUrpose of 
j a sewer and water system from MFC; 
l) On or about January 10, 198 6, defendaryt ^AMES B. 

MCDOUGAL ' luenced and helped obtain a CMS loan to Lairry/E. Kuca, 
d/b/a Campbbe\lo Realty Company, in the amount of/^143 , 000 ; 



or about February 21, 198^r 1 defendant 


SS B. 


J 


MCDOUGAL influenced and helped obtain a CMS loan to Stephen A. 
Smith, d/b/a The Communication Company, in the amount of $65,000; 

(h) On or about February 28, 1986, defendant JAMES B. 
MCDOUGAL caused MGSL to lend Dean Paul Ltd. $825,00 0 for the 
purpose of financing a fraudulent real estate transaction in which 
Dean PaGl Led. purchased falsely appraised real estate from David 


L. Hale 


t4 On or about — Fe b ru a ry — 2 -8-, — — de- 


MCDOUGAJ. caused MGSL to loan $1.05 million to CSW for tr^ purpose 

of financing CSW-ls purchase of a snw r.r and wnCrr svstrm. V>wncd by 

MFC; 



C JAMES B. 


i: 
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986, defendants JAMES E. 

CMS loan 
^yment for Che 

David'S.. Hal received 
d. real 


March 1986 
leveraged funding 

fraudulent Dean Paul Ltd. real ; estate 


■err u arv 
influenced 
which CSW used 

water system 
March 3, IS 
from the fraudulent 



t'ion\; 

\ (nty On or about March 19, 1986, defendant ^AMES E. 
MCDOCJGAL daubed to be prepared a false and fj4udulbnt loan 
application fpr\a $300,000 loan from CMS to "jjuSan McDougal d/b/a/ 
Master Marketin^^ a company which was nod in upuiaLiun had no 
ongoing business; 

(n) On or about April 3, 1986, defendant SUSAN H. 
MCDOUGAL completed loan papers and received the proceeds of the 
fraudulent $3 00, .000 loan from CMS to "Susan McDougal d/b/a Master 
Marketir 


ndant 


MCDOUGAL 


(o) On or about April 8, 1986, defendants JAMES B. 

o d SUSAN H. MCDOUGAL caused the pj JceVds of the 


fraudulent Master Marketing loan Co be deposited into their joint 


account at MGSL ; 
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a b^u^trUnc - 19T5 - 
commissions purportedly 
water system to 
jut October 3 
known to the Grand 


obtain a fraudulent $100 


violation of Title 18. United 



MCDOUGAL 
in the 

JIM GUY 
,luding\ David L. 

^from CMS 

Section 
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- COUNT TWO - 
JURY FURTHER CHARGES 
Srand Jury realleges and 



and 3 through 



1. 

reference 
indictmen 

2 . / Beginning no later than October 

through / Apr ^1 1987, in Little Rock 

Arkansajs, afnd elsewhere, 

JAMES B. MCDOUGAL , 

JIM GUY TUCKER, and 
SUSAN H. MCDOUGAL, 

defendants \herein, and others known to the Grand Jury/ including 

David L. 'Kale, devised and intended to devise a scheme tg defraud 

and for obtaining money and property, including loans frotfi MGSL and 

CMS, by meads df false and fraudulent pre tenets, representations 

and promises, ^jell knowing at the time — that Che pretenses, 

representations, and promises would be and were false and 

fraudulent when made, which scheme affected financial institutions, 

and is further described in the paragraphs below. 

3. It was part of the scheme to defraud that defendants 

JAMES B[71 MCDOUGAL, JIM GUY TUCKER, SUSAN H. MCDOt and others 

known to \the Grand Jury, including David L. Hale, engaged in false 

■*3jJ < 


and fraudulent — Loan transarrinns for the purpo: 



wrongfully 


obtainina from CMS, MGSL, or both,' funds to be used for ttie benefit 

1 ' \ 

of the defendants . 

It was further a part of the scheme to defraud, that, in 



the fal[L of 1985, defendants JAMES B. MCDOUGAL. JIM GUY TUCKER, and 
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nry: ir'i'C 1 wkw D avid L. Hale, planned 


funds to be used 
be provided to 


capital of 
fraudulent 


financed L, MGS] 
irther a part of the 
MCDOUGAL, JIM GUY TUCKER, 
the G rank Jury, including David L. Hale, 
the fraudulent real estate transaction 
The fraudulent real estate transaction 


e was selling certain parcels of real estate po a third 
e. The purchase price for the fraudulent? sale was 
manipulat so that David L. Hale would net $502,000 in proceeds. 




structured 



6. It\va\ further a part of the scheme to defraud that 
defendant ~JAME3 \b)> MCDOUGAL, and others k novm tu Llm Jury, 
including David L. Hale, arranged for MGSL to finance the 
fraudulent real estate transacticr through, among other means, 
false appraisals and fraudulent loan documents. As a result, MGSL 
.;ould issue a loan for $825,000 to Dean Paul Ltd. to purchase real 
estate farom David L. Hale. V\ 

7. lit was further a part of the scheme to defraud that David 

V j \ 

L. Hale whi Ud take proceeds from the fraudulen t real estate 
transaction, financed by MGSL, and invest them in CMS\ for the 
purpose pf building up the capital in CMS and obtaining add itional 
funding jfbom the SBA. The SBA, using a three to one funding ratio, 
provided CMS with $1.5 million of additional funds and allowed CMS 
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to increase the total^-amOUnt that CWS^^ould lend to a single 
borrower to .$3 00,p<Jo. 

8. It yas further a part of the schema defraud that 
defendants /AMES B. fJCBCJUGAL, JIM GUY TUCKER^ SUSAN MCDOUGAL, 
and others' known .t^o the Grand Jury, including Davl^d L. Ha^.e, would 
receive jfoans /trom CMS as a result of, and in exchange foA Hale's 
profiting from the fraudulent real estate transaction, financed by 


MGSL. 


rticular, the following loans made by CMS were part of 


the sch to defraud: 


a) CMS lent Campobello Realty Company $lji3 , 
January 10, 198 5; 



(ty CMS lent The Communication Company 
February 21, 1985; 



Xc) \ CMS lent CSW $150,000 on February 

(d\ CMS lent Master Marketing ^$>J0,000 on 

1$S€. 

9. On or about May 20, 1986, in Little Rock, in the Eastern 

District of Arkansas, and elsewhere, 

JAMES B. MCDOUGAL , 

JIM GUY TUCKER , and 
SUSAN H. MCDOUGAL, 

defendants herein, and others known to the Grand Jury”* including 


David L 


IHale, for the purpose of executing the 


bve -described 


scheme t)o 'defraud MGSL and CMS, and attempting so toida. knowingly 


did cau£e to be transmitted by means of wire in interstate 
commerce, certain writings, signs and signals, naraely\ a wire 

j > 

transfer grffunds from the United States Department of Treasury 
from outside the State of Arkansas, to CMS's account at Pulaski 
Bank and^Trust in Little Rock, Arkansas, cn or about May 20, 1986, 
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FURTHER CHARGES: 

realleges and incorporates herein by 

nH 3 thrdu§tr-<l5 of CouHt One, and 

Count Two of this indictment .> 

September 11, 1986, in Littl^RocJ^y in the 

Arkansas, and elsewhere, 

. MCDOUGAL, 

JIM GUY TUCKER, and 
SUSAN H. MCDOUGAL, 

defendants herein, and others known to the Grand Jury, /including 

David L\ H4le, for the purpose of executing the above- described 

scheme td defraud MGSL and CMS, and attempting to do so, knowingly 

did cause\ to^ be transmitted by means of wire /in interstate 

commerce, certain writings, signs and sign 

transfer' of fuHds) f rom the United States Lnrpirrment ul T r easury 
from out3ide the State of Arkansas, to CMS's account at Pulaski 
Bank and Trust in Little Rock, Arkansas, on or about September 11, 
1986, which constituted part of the leveraged funds contributed to 


namelyv a wire 


CMS by the SBA as a result of cae capital infusion to CMS from the 
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GRANJ><J'URY FURTHER CHARGES 
realleges 
nH 3 thro' 

Count Two of this 
later than October 
in the Eastern 


JAMES B. MCDOCJC-M,. and 
JIM GUY TUCKER, 


defendants 
David L 



herein by 
One , and 


ptinuing 

kansa6, 


herein, and others known to the Grand Jury y including 
unlawfully, willfully and knowingly executed and 


attempted\to\execute a scheme and artifice to defraup a financial 
institutior^ hamely, MGSL, and to obtain money apdf property owned 
by, and unde r\t he custody and control of, MG^L, by means ot false 
and fraudulent pretenses, representations, and promises, to wit, 
defendants JAMES B. MCDOUGAL, and JIM GUY TUCKER planned and caused 
a fraudulent real estate transaction to be funded by MGSL, said 
transaction involving, among other things, false appraisals and 
fraudulent loan documents, resulting in an $825,000 loan to Dean 
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- C OUNT - = CVE 

JURY FURTHER CHARGES : 

realleges and incorp h^tes herein by 
”an3 3 thzCcgh^lS of Cohnt One, and 
Sh 8 of Count Two of this imK :tment\ 
material : 


venturi cs/Lled Campobello 
formed for the purpose of creating 



partner in a real estate devel 
Properties Venture ("< 


development on Campobello Island, in Canada. By the summer of 
1985, l^Fcl was the majority and managing partner in CPV, and 
defendant \JAMZS E . MCDOUGAL had primary responsibility for 

operating'yand developing the project. 

\ylr. September 1984, Larry E. Kupa began working for 
CPV. By'June\98^, Larry E. Kuca had »»^» broker 

for CPV, with primary responsibility for the sale of lots on 
Campobello Island, and reported directly to defendant JAMES B. 
MCDOUGAL . 

(c) In approximately cue 3ummer of 19aS, Larry E. Kuca 

became -aware of a parcel of property on Camppbello Island, 

approximately 100 acres in size, that was for sale.\\This property 
subsequentl y became known as the ,, Seaview ,t property / Larry E. Kuca 
believed the Seaview property would be beneficial to the 

•development of CPV and, accordingly, he recommended to\lefendant 


JAMES B. /MCDOUGAL that CPV purchase it. 


20 


860 


(d) In the sumnigj and - f alL -jgf 
MCDOUGAL had conve Nations with Larry 
property . Def^ddanc JAMES B. MCDOUGAL 
the partner in CPV did^Roir"want to 
Seaview proper! ""Defendant JAMES B. MCDOUGAL* 
agreed that do ant JAMES B. MCDOUGAL 



B. MCDOtra 


perty for themselves, 

' only. 

In approximately the summer 
Larry E. Kuca formed an 



t later 


became 'kno^n as "KUMAC." The KUMAC partnership acquired the 
Seaview Woperty cn Campobello Island. For the sol J pu/pose of 
f inane ing xJUT^C' s purchase of the Seaview property, ^bn November 19, 
198S, defend^nt\ JAMES 3. MCDOUGAL caused CPV pay Larr^c E. Kuca 
$150 , 0001* Def^d^it JAMES 3. MCDOUGAL rmHrr? fM 7 $1^0 , n rn -pnymrnr 
to be booked as an "advance‘s on commissions to Larry E. Kuca. 
Larry E. Kuca was not owed $150,000 in commissions at that time. 

(f) On November 19, 198S, defendant JAMES B. MCDOUGAL 
and Larry E. Kuca purchased the Seavis, property in the name of 
Larry Ep Kuca, using the H advance” from CPV. Defendant JAMES 3. 
MCDOUGAL \remained a silent partner in the Seaview purchase. 

Q efendant JAMES B. MCDOUGAL, and other ^ known to the 
Grand Jury, arranged to pay back the CPV "advance" on commissions 


Dean Pau 


c6s in 

L 




by obtaining a fraudulent loan from CMS. This loan was the first 
made by 


consideration for MGSL's financing the fraudulent 


u 


eal estate transaction. 
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4. On or about i-G-, — ^9 8 6 

MCDOUGAL, and otlmr's known to the Grand 
fraudulent lo^n proposal to be submitted 
fraudulent /proposal j^aquSsted a Xo^ 

Campobellyo Realty^Company and represented 
would be used/ for operating capital 
including / travel, equipment, 
administration. In fact, defendant 
intend for the loan proceeds to be used for 
Campobella Realty Company as represented 
fraudulent! loan proposal. Rather, the funds 
the purpose* of repaying C?V the "advance" on 
purchase \he\Seaview property. 

5. Oh \r about January 10, 

MCDOUGAL,' and\*t$ers known to the Grand • T V^y. *ppT ^ 
the proceeds of the CMS loan tp Camoobello Realty Company by using 
the funds to repay CPV for Larry E. Kuca's November 19, 19e5 

"advance" on commissions. None of the loan proceeds were used for 
. he purposes stated in the written loan proposal . 

On or about January 14, 1986, in Little Rock, in the 

Eastern! district of Arkansas, and elsewhere, 

JAMES B. MCDOUGAL, 
defendant herein, and others known to the Grand Jur for the 

purpose; of executing the above-described scheme to defraud, and 

! 

attempting so to do, knowingly did cause to be placed in the United 
States iRost Office or authorized depository for mail matter, an 

U 
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tQUTJT SIX 

JURY FURTHER CHARGES 
realleges and 
“and 3 through 15 
and paragraphs 2 through" 



November 19, 1985 
Arkansas, and elsewhere 
JAMES B. MCDOUGAL, 

defendant herein, connected in a capacity with MGSL, a /firiancial 
institution^ the accounts of which were insured by rihe / FSLIC, 
knowingly\ willfully and with intent to defraud MGSL arid aji agency 
of the Unit ec\ States, namely the FKLBB and its ^/^xaminers, did 
participate abd share in, and receive money djjr^ctly and indirectly 
through, a . trah^action of MGSL, in that cefendant JAMES B. 
MCDOUGAL, through CPV, a joint venture of MFC, a wholly owned 
subsidiary of MGSL, in order to conceal his own self-dealing, 
caused CPV to pay Larry E. Kuca S150,000, identified as an advance 
on commissions when, in truth and in fact, the advance was in part 
a' conceaft^d loan to defendant JAMES B. MCDOUGAL. Enabling both 
defendant \ JAMES B. MCDOUGAL and Larry E. Kuca to )p\rchase the 
Seaview prop er t y i n a. p a rtn e rship kn ow n as KUMACy - 

In violation of Title 18, United States Code,\Section 

1006. 
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COUNT SE 1f EN 
JURY FURTHER CHARGES: 

realleges and incorporates herein by 
and 3 through 15 of'-C^unt One paragraphs 
and paragraphs 2 througn\S of Otount Five 


January 10, 1985, in Little Rdgk, \ in the 

Arkansas, and elsewhere, 

JAMES 3. MCDOUGAL, 
defendant herein, and others known to the Grand Jury, /aided and 
abetted ty each other, knowingly, willfully and unlawfully made a 
false staV^ment and caused the making of a f*lse statement/ for the 
purpose of\in\luencing the actions of CMS, a federally ( licensed 
SBIC, in cohnebtior. with a $143,000 loair^from CMS, in that 
defendant JAMES Ns B< MCDOUGAL, and others known to the Grand Jury, 
represented and caused to be represented to CMS that the purpose of 
the loan was for operating capital for Campobello Realty Company, 
when in truth and in fact, as defendant JAMES B. MCDOUGAL well 
knew, the proceeds of the loan would not be used for that purpose,* 
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iUNT~ SIGHT 

JURY FURTHER CHARGES 
Jury realleges and 
3 t nr ough 

of Count Two of this 
material : 

JAMES B. MCDOUGAL and 

s in a corporation known 
River") . Stephen 



herein by 
One , and 


'RER were 
th^ Kings 
also a 


Lder in Kings River. Kings River was formed for tpe purpose 
of purchasing and developing real estate. 

In January 1981, Kings River obtained/a liban from 
Worthen National Bank secured by certain propert^/in Huntsville, 
Arkansas. Th^ l^an was for a term of one In approximately 

January 1985, ^/then renewed the loan ror one more year. By 
January 198 6, payment on tlje loan was due. At this time, 
approximately $55,000 remained in unpaid principal on the Worthen 
note. 

3. In or about February 1986, defendants JAMES B. MCDOUGAL, 
JIM GUY TUCKER, and others known to the Grand Jury, nbranged to pay 
off the {Kings River note at Worthen by obtaining a fraudulent loan 
from CM$ na mo.Af ^_.hiiqinpcc npararad hy - fi^pherk A _ Smith. 

This loan from CMS was the second* loan made in consideration for 
MGSL'S fiina njping rhp f T-Andnl >>ni- Paul raal rranfl arrinn 

f On or about February 1, 1986, a false and fictitious loan 


4 . 


proposal kaa submitted to CMS. The false proposal represented that 


26 


866 


The Communication Company-; — a~business ~o] 
was seeking a lo^:f from CMS and would apply 
loan to pay ✓for expenses in the ope 
including h/rin< a ne>^mployee. In faccT 
false anc a^ent in that the loan 



to the operation of 
defendants JAMES s. MCDOUGAL 
sceeds would be used to retire th< 

National Bank. 

or about February 21, 1986, pursuant to the 



ith, / d/b/a 


proposal^ CMS issued a loan to Stephen A. Smith 


Communication Company, in the amount of $65,000, vhieji was used to 
pay off thX Kings River note at Worthen. 

6. On\or\about February 24, 198 6, ^n^lTittle Rock'S, in the 

Eastern Districfcvof Arkansas, and elsewhes^eT" 

JAMES B. MCDOUGAL and 
JIM GUY TUCKER, 

defendants herein, and others known to the Grand Jury, including 
DavS L. Hale, for the purpose of executing the above -described 
scheme to defraud, and attempting so to do, knowingly did cause to 
be placed! in the United States Post Office or authorized depository 
for maiL \matter, an envelope containing a cover/ letter and a 
completed S3A Form 1031 for the loan to Stephen A. SmithX d/b/a The 
Communication Company, that envelope being addressed to: 
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■tuun r'MiNi 

JURY FURTHER CHARGES : 

realleges and incorporates herein by 
no3 throughl^T^f^Count One\ paragraphs 
and paragraphs 2 throughsS of Count Eight 


February 21, 1986, in Little Rock,\ in the 

Arkansas, and elsewhere, David\ L. Kale, 

.n a capacity with CMS, an SBIC.. and 

JAMES B. MCDOUCAL , and 
JIM GUY TUCKEP 

defendants herein, aided and abetted by each other, with. intent to 
injure and defraud CMS, knowingly and willfully misapplied and 
caused to ^eymisapplied moneys and funds ir ^/excess! of $100 
belongings to Cl$S\in that defendants JAMESrfli MCDOUGAL anopTM GUY 
TUCKER, and others known to the Grand Jury, caused a loan to be 
issued to Stephen A. Smith, d/b/a The Communication Company, for 
expenses in the operation of The Communication Company, knowing 
full wt 1 1 that the loan proceeds would not be used for that 
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JURY FURTHER CHARGES 
realleges and 
through 
paragraphs 


herein by 
agraphs 
it Eight 



i February 1986, in 

, and elsewhere, David 

capacity with CMS, an SBIC, and 

JAMES B. MCDOUGAL, and 
JIM GUY TUCKS? , 

defendants herein, aided and abetted by each other, with intent to 
def raud'C^S, 'and with intent to deceive the auditors th£ SSA, an 
agency of t^e\United States, knowingly and willfully riade, and 
caused to. be r^d^ a false entry in the repdrts and statements of 
CMS, stating that the purpose of the loan to Stephen A. Smith, 
d/b/a The Communication Company, was for expenses in the operation 
of The Communication Company, including hiring a new employee, 
knowing full well that the proceeds would not be used for the 
stated purpose; 
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FURTHER CHARGES 
realleges and 
'3 thrcugii~Ct 
and paragraphs 2 throu 



ein by 
On£y paragraphs 
iunt Eight 


in the 


February 1, 1986, in Little 

Arkansas, and elsewhere, 

JAMES B. MCDOUGAL, and 
JIM GUT TUCKER 

de f endajit s l her e ' n , and otherB known to the Grand Jury,/aiiied and 
abetted by each other, knowingly, willfully and unlawfully made a 
false statement and caused the making of a false statement for the 
purpose of\irvf luencing the actions of CMS, a federally! licensed 
SBIC, in. cohnehrion with a $65,000 lqan^trom CMS, that 

defendants JAMZS^B . MCDOUGAL and JIM GUY TUCKER, and others known 
to the Grand Jury, represented' and caused to be represented to CMS 
that the purpose of the loan was tor operating expenses for The 
Communication Company, including hiring a new employee, when in 
truth and in fact, as defendants JAMES B. MCDOUGAL and JIM GUY 
TUCKER wLll knew, the proceeds of the loan would ^t be used for 
that purpos e; 

In violation of Title IcT) united states Co^e, Section 
1014 , alnd Title 18. United States Cede, Section 2. 
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rftUNT TWSU 
JURY FURTHER CHARGES 
realleges 


herein by 
One , and 


and 3 througrT* 
of Count Two of thi 
>al times : 
about October 4, 
aoproximately 4 00 acres of land in South 

i 

"Castle Grande” development. On or about 
also acquired the sewer and water system servicing Castle Grande at 
a book valve of approximately $450,000. 



Water ( 
purchasing 


Castle Grande 



On or about December 31, 1985, Castle Sewer and 


a corporation, was formed for .rpose of 
MFC, the sewer and water sy^e^mtha viced the 
^elopment . 



3. Defendants JAMES B. .MCDOUGAL, JIM GUY TUCKER, and others 
known to the Grand Jury, arranged for CSW to purchase the sewer and 
water system from MFC for $1.3 million, resulting in profits to MFC 
and MGSL and generating a real estate commission to defendant SUSAN 
H. MCDCffiGAL. CSW' s purchase of the sewer and warmer system was to 


linlnl 


be financed entirely by money provided by mgsl and\CMS. 


‘C 


\ 


- or about— Febru a ry - 1 . defend* rrn . T AMES B. MCDOUGAL , 
JIM GUV TUCKER, and others known to the Grand Jury, including David 
L. Hale, ^xranged — rew ^hrain a Ira n f mm rws r n used as 
the down payment on the purchase of the sewer and water system. 

J 
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thiiui^San made ~ESr-CMS 
a fraudulent Dean Paul 

February 1986, defendant 
others known to the 

proposal for CSW 

that CMS loan $300 
operating capital 
tank.” In fact, ; 


consideration for 
transaction. 
MCDOUGAL . 
including David 
to CMS. 
for the 
maindi nahce and 
knew, the 



proceeds o- the loan were going to be used solely as a do^n payment 
[or | the purchase of the system. 

Oh or about February 28, 1986, CSW received^. $/lS0,000 
loan from\CM6, the proceeds of which were used entirely afi a down 

\ \ / l 

payment for the purchase of the sewer and water system from MFC. 

7. On^rX^bout February 28, 1986, CSii^urchased tXie sewer 
and water systerhs/from MFC for a price of $1.2 million"! To effect 
the purchase, MGSL lent CSW $1.05 million. 

8. In or about June 1986, MFC paid Madison Real Estate, 
which, in turn, paid defendant SUSAN H. MCDOUGAL, $85,000 in 
"commissions" for the sale of the sewer and water system to CSW. 


9. 


District \of Arkansas, and elsewhere. 


JAMES fi. MCD O U GAL , 


David I 


On or about March 4, 1986, in Little Rock yin the Eastern 


JIM GUY TUCKER, and 
SUSAN H. MCDOUGAL, 


de f endant s^ he - r el n, and , others known ^ fchp flranri Jury- in cluding 



./Hale, for the purpose of executing the above -described 


scheme zo defraud, and attempting so to do, knowingly did cause to 


33 


873 


United StatrSs yost Of it 

envelope containing 
031 for the CSW loan 


1341. 



or authorized depository 
:cr and a 
.ope being 


Office of investment 
Room 808 -E 

Small Business Administration 
1441 "L" Street, N.W. 
Washington, D.C. 20416 


Title 13, 



'Section 
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tot - r a nd T 

FURTHER CHARGES 
realleges 


and 3 through 
of Count Two of 
March and April 


MCDOUQAji. , and others known to the Grand 
Hale, prep/red 
def endajnt 


paperwork and took 



PUSAN H. MCDOUGAL to recall's the proceeds from a false 

and fraudulent loan from CMS. This loan from CMS was ;:he! fourth 

\ \ . f 

loan made in consideration for MGSL's financing the fraudulent Dean 

Paul rea3\ estate transaction. 

3. ^InXor about March 1986, defendant JAMJJ^ B./ MCDOUGAL 

drafted and \ubnjitted to CMS a false and frai^ddlent loan\proposal 

! 

requesting a $i'Q0j > 000 loan for a company c ail l a d "Mcuee: Mar keting.* 
The loan proposal represented that defendant SUSAN H. MCDOUGAL 
operated Master Marketing, a "general purpose advertising and 
public relations consulting firm with Susan McDougal, a well-known 
Little Rock advertising personality, as sole owner," and that the 
proceeds! of the loan were to be used as follows: "tEe preponderance 
of fundsl are required for operating capital." Tn\fact, Master 
Market ilnq^ was not an ongoing business and h ad bo existing 
operations, and defendants JAMES B. MCDOUGAL and SUSAN k. MCDOUGAL 
did not in tend to use the loan proceeds for Master Market ing. 

i ^ 

4 J f On or about April 3, 1986, defendant SUSAN H. MCDOUGAL 
signed jthe necessary loan paperwork and received a check from CMS, 
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made payable 
amount of J 


and SUSAN 
deposited 




wholly 


Susan H^-+tCDougal a7Trra^la9tcr Marketing in the 

S , 190*. 
used tfte $300, 
checking account 
or about April 1S36 until 
B. MCDOUGAL and SUSAN H. MCDOUGAL\ 

$300,000 Master Marketing loan on items 
unconnected to any business called "Master Marketing." 

or about April 1987, defendant SUSAN H. MCDOUGAL wrote 

I 1 

and signed false documents that she provided to the SBAand CMS in 

\ \ / / 

connection nith the Master Marketina loan. These documents were 

\ \ ' y 

designed to mislead and deceive the SBA regarding tXe true purpose 

and intent o^l tHe Master Marketing loan. 

3. On or^laouc April 9, 1986, in Lit tle Rocfc r; — in Chc""Eastem 

District of Arkansas/ and elsewhere, 

JAMES 3 . MCDOUGAL and 
SUSAN K . MCDOUG/w. 

defendants herein, and others kr-vn to the Grand Jury, including 
David L. Hale, for the purpose of executing the above -described 



n 


inglV die 


scheme to defraud, and attempting so to do, knowingly did cause to 
be placedVin the United States Post Office or authorized depository 

Letter 


for ma 


L 


matter, an envelope containing a cover letter and a 
completed Form 1031 for the .usan H. McDougal d/bXa Master 
Market iJng^Toan, that envelope being addressed to: 
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rrrnTTTrr 

THE GRA&af JURY FURTHER CHARGES: 

1. The/Grand Jury realleges and incorporates herein by 

reference paragraphs>r^nS3 Chrough^TT5^lCount Ones, paragraphs 

2 through'' 8 of .Count Two, and paragraphs 2 chough \ of Count 

Thirteery of this indictment. 

On or about April 3, 1986, in Little Rock, iAthei Eastern 

District of Arkansas, ar.d elsewhere, David L. Hale, con^ec^ed in a 

capacity wiich CMS, an S3IC, and 

JAMES B. MCDOUGAL and 
SUSAN ?! MCDOUGAL, 

defendants ^herein, aided and abetted by each ocher, 
injure and defraud CMS, knowingly and willfully 


intent to 


Ls applied and 


caused to \be\ misapplied moneys and funds ip/exceae* of $100 
belonging to (SMS\in that defendants JAMES f^MCDOUGAL and 5 QS AN H. 
MCDOUGAL, and others known to the Grand Jury, caused a loan to be 
issued to Susan K. McDougal, d'/b/a Master Marketing, for operating 
e^enses, knowing full well chat the loan proceeds would not be 
used for that purpose; 

In violation of Title 18, United States Code, Section 
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1986 , 

Lsewher 

capacity w^th CMS, an SBIC, and 

JAMES B. MCDOUGAL, and 
SUSAN K. MCDOUGAL, 

defendants l\erein, aided and abetted by each other, with iritent to 
defraud Ci*i§, Vnd with intent to deceive the auditors dt the SBA, an 
agency ot rheNUnited States, knowingly and w^ritully rte.de, and 
caused to* be ms^dev a false entry in the r eports and stateme nts of 
CMS, stating that the purpose of the loan to Susan H. McDougal, 
d/b/a/ Master Marketing was for operating expenses of Master 
Marketing, when they knew the proceeds would not be used for that 
purpose; 
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JURY FURTHER CHARGES: 

realleges and in sorites herein by 

3ChroughTS^t>C^ tit One\ paragraphs 

and paragraphs 2 through ' of Count 



, 1386 , in Little Rock, in\the \Eastem 
elsewhere, 


JAMES E. MCDOUGAL , and 
SUSAN H. MCDOUGAL, 


defendants \herein, and others known to the Grand Jury, 
David L 


including 


Hale, aided and abetted by each other, /knowingly, 
will fully\ arid unlawfully made a false statement ar>d ca/used the 
making of k raise statement for the purpose of/lnf luencing the 


actions jof 


federally licensed SBIG-f'in connection'] with a 


$300,000 loan from CMS, in chat defendants JAMES B. MCDOUGAL and 
SUSAN K. MCDOUGAL, represented and caused to be represented to CMS 
that the purpose of the loan was for operating capital for Master 
Marketing, when in truth and in fact, as defendants JAMES B. 
MCDOUGAL and SUSAN H. MCDOUGAL well knew, the proceeds of the loan 



40 


880 



CQUy ? S g VCS gEEEJ 
'lJURY FURTHER CHARGES 
rand Jury realleges and 
l^^arTcT’3 thrcugj 



>ut October 15, 1385, in 

Arkansas, and elsewhere, 

JAMES S. MCDOUGAL, 

onnected in a capacity with MGSL, a financial 
afcioi the accounts of which were insured by the JFSLtC, and 

\ \ J J 

others known to the Grand Jury, aided and abetted by ©acfy other, 
with int^nt\to injure and defraud MGSL, knowingly willfully 

misapplied^ and caused to be misapplied moneys and £unds fi.n excess 
of $100 belonging to MGSL, in that defendanp^^AMES B . \MCDOUGAL 
caused a' ’$125 /bOO> loan to be secured by pfcnpwrr.y 1308 

Main, to be issued to a third party, knowing full well that (i) the 
third party was borrowing the funds as an accommodation to 
defendant JAMES B. MCDOUGAL; (ii) the underlying sales transaction 
was fraudulent in that the third party was merely a nominee and 
would exercise no control over the asset ostensiblyxpurchased with 
the loa ;i proceeds ; and (iii) the third party was not ^rredit -worthy 
and coub.d\a ot pay the periodic payments or. the loa n; 

In violation of Title 18, United States Coa!^, Section 
SS7, and Title 18, United States Code, Section 2. 
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rn^rrr ~TH HTEEN 
,Y FURTHER CHARGES 
realleges 
d — 3 Clu Uu^ 


February IS, 1986, in Little 
Arkansas, and elsewhere, 

JAMES E. MCDOUGAL , 

connected in a capacity with MGSL, a 



herein by 
of this 

in the 


ancial 


institution the accounts of which were insured by the FSLIC, and 


others Lnown to the Grand Jury, aided and abetted by each 
\ \ / / 
with intent\ to injure and defraud MGSL, knowingly and willfully 

misapplied ar^d caused to be misapplied moneys and founds in excess 

of $100 be]>gn^ing to MFC, a wholly owned subsidiary of^MGSL, in 

that defrodani\jA!£ES B. MCDOUGAL issued and cau sed to be is sued an 

$18,000 MFC check to a relative purportedly to pay six months of 

back rent on a building located at 13 0 8 Main Street that MFC leased 

from the relative beginning ostensibly in August 1985, when, in 

truth and in fact, .as defendant JAMES B. MCDOUGAL well knew, no 

such l^ase was in place to justify the $18,000 payment, the 

building! itself was held by various nominees, and cjie relative did 

not accur^ethe building until January 15, 1986; 

In violation of Title 18, United States Co^e, Section 

•657, and Title 18, United States Code, Section 2. 
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CQUL TT ^UXXEI 
FURTHER CHARGES: 

realleges and incorporates herein by 
fhrcirgiv~JJ5 of Count\One of this 


defend 


February 1986, in Little Rock\in Znf Eastern 
elsewhere, 

B. MCDOUGAL, \ 

fi 


connected in a caoacity with MGSL, a 

! 

institution the accounts of which were insured by the JFSLTC, and 
others ^cnoim. to the Grand Jury, aided and abetted by eaclji other, 
with intrentv to deceive examiners of the FHL3B, an agfenc f/ of the 
United St\te^, knowingly and willfully made and caused do be made 
a false a nd\ misleading entry in the books of^FC, a wholly owned 
subsidiary of^G^JL, in that defendant JAM ES B . MCD OUGAL^ — in order 
to justify an $18,000 payment to a relative, prepared and caused to 
be prepared a backdated lease agreement which falsely stated and 
represented that a certain relative was the owner of the premises 
leased by MFC on August 1, 1985, and that MFC owed the relative 


rent f< 
fact 


the months beginning in August 1985, wheiv^in truth and in 
defendant JAMES B. MCDOUGAL well knew A Vo such lease 


existed it^ August 1985 and defendant JAMES B. MCDOU ^Al)\did not make 
the relative a nominee owner of the building until January 1986; 

In violation of Title 18, United States Code\, Section 
1006, an^Title 18, United States Code, Title 2. 
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COU NT - TWE NTY 
FURTHER CHARGES 
realleges and 
ifl through 


herein by 
of this 



ut March 7, 1384, 

ir Daniel Gamer and hie mother. 

Savings & Loan (" Savers") . DefendaV 
TUCKER received a mortgage on the Gamer home at 32 Pine 
Little pock, Arkansas, in return, in part, for guaranteeing this 
loan. 

3. \ 0r\ or about October 25, 1985, defendant JI V/ GUT TUCKER 

received a\$2'S0,000 loan from MGSL and used $131, 641/^0 of/ the MGSL 
loan proceeds \to pay off the Gamer loan Savers. V Savers 

assigned' its mortgage on 32 Pine Manor to d efenda nt .ttm cttv _TTT rfnrp 

4. Defendant JIM GUY TUCKER transferred the property to 
Arkansas Commercial Realty, a company partially owned by CMS, for 
the purpose of having Arkansas Commercial Realty, rather than 
defendant JIM GUY TUCKER, himselL, foreclose on ,-ae Gamers' home. 

5. pi The foreclosure on the Gamers' home wasroompleted in or 
about {January 1986. Although he directed the\ foreclosure , 
def endayit\l IM GUY TUCKER played no active role in^ jltN 

On or about July 25, 1‘986, 32 Pine Manor wa^ purchased 


6 . 

Vith a 
promisS^ 


$100,000 loan from National Bank of Arkansas and a $35,000 




o note to Greenfield Properties, Inc. The $100,000 
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proceeds were deposited 
under Hale' 

7. Defe nt JIM 



roperties Inc.'s account 

TUCKER allowed David L:\Hale to retain 
finfhe sale of^T2^Sine Manor tor a period 



at the summer of 1907, defendant <XIM GU£f TUCKER 
d L. Hale return the $100,000 proceeds £rom the 
Pine Manor to TUCKER. \ j 

Defendant JIM GUY TUCKER and David L. Hale agreed that 
provide defendant JIM CUY TUCKER with $100,000 fhrough 
a fraudulent loan transaction from CMS to a corporate /entity, 
formed apd \ controlled by defendant JIM GUY TUCKER,/ called 
SouthloopA Defendant JIM GUY TUCKER and David L. ffe'ie ag/eed that 



CMS, rather t^ah^David L. Hale personally, wou^d^repay the\|100,000 
to defendant J^M/taUY TUCKER by fraudulent ly _lending — $fr0^000 to 
Southloop with the understanding that the transaction was not a 
business loan, but rather a personal repayment of money for the 
benefit of defendant JIM GUY TUCKER. 

10. On or about October 3, 198 i, in Little Rock, in the 

Eastemn District of Arkansas, and elsewhere, P'avid L. Hale, 
connected in a capacity with CMS, an SBIC, and 
^ JIM GUY TUCKER. 



defendant herein, aided and abetted by each other, with\ir.tent to 
injure and defraud CMS, knowingly and willfully misappl ied and 
caused to be misapplied moneys and funds in excess of $100 


i j y c 


belonging to CMS, in that David L. Hale and defendant JIM GUY 
u_r 
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rntTNT TWRNTTY-nfJP. 

THE GRANJJxdtJRY FURTHER CHARGES : 

X. The prand Jury realleges and incorporates herein by 
reference D^ragraphs 1^-and 3 Through^ 15 of ^t One, and 
paragraphs/ 2 through 8 of Count Twenty of thisN^idictm^ 

2. / On 02 /about October 3, 1987, CMS issued a ^.ent loan 

to Soutl/loop/for $100,000. 

or about the summer of 1987, 

I 

1987, in Little Rock, in the Eastern District of 

i 

and elsewhere, David L. Hale, connected in a capacity wijc 
SBIC, aid 

JIM GUY TUCKER, 

defendant Xhe^ein, aided and abetted by each other, With intent to 
defraud CMs\ and with intent to deceive the audibdrs of the SEA, an 
agency of the\Un$Lted States, knowingly £nd willfully mad e, and 
caused to be made, a false entry in the reports and statements of 
CMS, to wit: that Southloop was receiving a loan from CMS on or 

about October 3, 1987, for $100,00 3, when, in truth and in fact, as 
defendant JIM GUY TUCKER well knew, the transaction was not a 
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In violation of Title 18 , United States Code, Section 




48 


888 


PAGE 13 


1ST STORY of Level 1 printed in FULL format. 

Copyright 19 96 The Washington Post 
The Washington Post 

May 29, 1996, Wednesday, Final Edition 
SECTION: A SECTION; Pg. A01 
LENGTH: 1603 words 

HEADLINE: Three Guilty in Arkansas Fraud Trial; Whitewater Counsel Vows to 'Move 
Forward' 

BYLINE: R.H. Melton; Michael Haddigan, Washington Post Staff Writers 

DATELINE: LITTLE ROCK, May 28 

BODY: 

A federal jury handed Whitewater independent counsel Kenneth w. Starr a 
decisive victory here today by convicting two of President Clinton's former 
business partners and Gov. Jim Guy Tucker (D) of nearly all the fraud and 
conspiracy charges Starr lodged against them 10 months ago. 

Tucker, now in his second term, promptly announced his resignation at a news 
conference in the state Capitol, saying* he will leave office by July IS. 

The jury of nine women and three men ended the three -month- long trial by 
convicting James 3. McDougal, who once owned a Little Rock savings and loan, of 
13 charges of conspiracy and fraud. 

McDougal' s former wife, Susan, who some courtroom observers believed would be 
acquitted because of her lesser role in the fraudulent transactions, was 
convicted on all four charges against her, which included mail fraud and making 
false financial entries and statements. Two jurors said later that Clinton's 
testimony for the defense had no bearing on their decision to convict his former 
business partners. 

Tucker, S2, who succeeded Clinton as governor, was convicted of conspiracy 
and mail fraud in real estate development schemes that eventually helped destroy 
McDougal* s savings and loan. "I'm sure they tried to do the right thing," Tucker 
said of the ]urors. "As it happens, they just did the wrong thing." 

Clinton's close relationship with the McDougals during his years as 
Arkansas's governor has been a* continuing source of political embarrassment over 
the past four years, and the jury's decision only exacerbates that. At the White 
House, Clinton told reporters he was saddened by the convictions of his longtime 
Arkansas friends, who now face years in prison and fines amounting to millions 
of dollars. The defense had called Clinton to testify in hopes he would damage 
the credibility or the chief prosecution witness. 

The convictions could not have been more timely or cumulatively powerful for 
Starr, a Republican who has been criticized for his conduct of the 
investigation, especially by Democratic partisans. The result also represented a 
vindication for a sometimes risky prosecution strategy of drowning the jury with 
documentary evidence, in this case more than 600 exhibits. 
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By contrast, jurors said, the defense presented almost no case, other than 
the testimony of the president and James McDougal. "I can't understand why they 
rested so quiclcly, • said one alternate juror- The panel deliberated for eight 
days before reaching the verdicts. 

In Washington, a beaming Starr told reporters he was 'obviously gratified" by 
the trial's outcome and alluded to a home-court advantage that never 
materialized for the defendants, calling the convictions "a tribute to the 
people of Arkansas." 

"What now? We move forward," Starr said. 


The subtext of the trial, 30 strongly flavored by Arkansas politics and the 
election-year struggle between national Democrats and Republicans, was the 
contest between Starr and the Clinton White House. As independent counsel, Starr 
had broad prosecutorial powers and grand juries to help him unravel the go-go 
real estate deals that transformed Little Rock while Clinton was governor in the 
mid-1980s . 


Clinton faced no criminal charges in this trial, but the White House clearly 
did not relish the idea of a jury's branding his Whitewater partners as crooks 
at the very moment the president geared up has reelection campaign. 

Although the trial centered on a complex loan-swapping scheme, it touched on 
the Whitewater real estate development, in which the Clintons and McDougals were 
partners. Prosecution witness David Hale testified that Clinccn, as governor, 
asked him co approve an illegal $ 300,000 loan to Susan McDougal. About S SO, 000 
of the proceeds of chat loan went into a Whitewater account. 

Clinton, in videotaped testimony played in court, heatedly denied that he 
urged Hale to make the loan. Risa Gayle 3riggs, a 41-year schoolteacher who sat 
on the jury, said the panel did not focus on Clinton's testimony, although she 
called him a "very credible" witness. "His name wa3 brought up during the 
deliberations maybe once in passing," she said. "The president's testimony had 
nothing to do with the transactions we were homing in on and discussing. 

"We had enough credible witnesses that we didn' t have to rely on Clinton or 
Hale," 3he said. "We drew diagrams, we story-webbed it out, we did a time line, 
we went over everything with a fine-tooth comb." 

Said another }uror, Janice R. Greer: "It was the documents we went with. The 
documents told me more than the testimony did." 

The verdicts were returned lace in the day in a windowless courtroom thick 
with tension and heat in a spring swelter. The defendants and their lawyers 
hugged and shook hands and clapped one another on the back before the ] ury 
returned, but became visibly tense wnen the clerk read out the 30 verdicts in a 
monotone . 


Tucker scowled as she pronounced him guilty of conspiracy, the most serious 
charge he faced. McDougal remained impassive, his left hand cradling his cnin. 

Like the Whitewater hearings conducted by the special Senate committee for 
the past two years, the lengthy trial was a step backward in time co a period 
wnen financial institutions like McDougal 's Madison Guaranty became 
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risk-takers venturing into new enterprises, especially large-scale real estate 
development . 

Prosecutors portrayed McDougal as the mastermind of several schemes involving 
dummy corporations, insider deals and false filings to regulators to increaae 
his personal profits and those of his co-conspirators. The prosecution claimed 
that the McDougals, Tucker and Hale, who owned a lending firm backed by Small 
Business Administration funds, used Hale's firm as a source of illegal loans. 


There was agreement among defense counsel and prosecutors alike that McDougal 
fared poorly on the stand, contradicting earlier statements and failing to 
recall key episodes. Ernest Williams, a 37-year-old alternate juror, said, "Jim 
McDougal messed himself up real bad when he got on the stand. . . . There were 
things he could remember from 30 years ago but not from five or 10 years ago . . 


"I think the best thing would have been for him to stay at the table with his 
lawyer. " 

Others on the defense team added it may have been a mistake for Tucker not to 
testify in his defense. They also criticized his attorney's closing argument as 
weak. 

Though he sometimes seemed to meander in talking to jurors, prosecutor W. Ray 
Jahn constructed a solid documentary case against the three defendants, 
bolstering the testimony of his witnesses with a lengthy paper trail. 

Jahn, a big bear of a man with sandy hair and a mustache who favored striped 
ties and suspenders, ran his side of the case ferociously, setting up a war room 
for the prosecution team in the bowels of the federal building across the street 
from the U.S. District Court building within sight of the Arkansas statehouse. 

Inside the locked room, inspirational posters were hung on cinder-block walls 
reading "Confusion to our enemies" and "Once more into the breach, dear 
friends," symbols of the zeal with which Starr's subordinates brought to the 
trial. 

"It's crime, not politics," Jahn said in an interview on the first full day 
of jury deliberations. 

Jahn is an expert prosecutor of bank fraud trials, having conducted his first 
20 years ago as an assistant U.S. attorney in San Antonio. He said he was fully 
confident that the Little Rock jury couid sift through the complicated 
transactions that McDougal engineered while at the helm of Madison Guaranty. 

"The issue is how do you simplify it so the hearer understands," Jahn said. 
"If you can show them the badges of fraud, they'll understand." 

"They paid attention," Jahn added. "This jury stayed with it all the way 
through . " 


McDougal, SS, faces up to 34 years in prison and S 4.5 million in fines. 
Susan McDougal faces as much as 17 years in prison and a S 1 million fine. 
Tucker could receive up to 10 years in prison and a S 500,000 fine. 


891 


The Washington Post, May 29, 1996 


PAGE 16 


At a news conference at the state Capitol, Tucker, looking visibly shaken, 
said: *Although I am innocent of all charges made, I must accept the verdict of 
the jury while I appeal. But I cannot, and should not, allow our people, or our 
state, bear any part of that burden." 

Tucker will most likely be succeeded by Lt. Gov. Mike Huckabee, a Republican 
who is currently running for the U.S. Senate seat being vacated by retiring Sen. 
David Pryor (D) . 


At least nine other sitting governors have been indicted while in office. 
Among them was Marvin Mandel, the governor of Maryland who served 14 months in 
prison for mail fraud and bribery, and Guy Hunt, governor of Alabama, who was 
convicted of violating a federal ethics law. 


Republican members of Congress said today's verdicts legitimize the various 
inquiries into Whitewater. Sen. Alfonse M. D' Amato (R-N.Y.), who heads a Senate 
committee probing Whitewater, said the verdicts show that "there really is 
substance to the Whitewater investigation, as opposed to it being challenged as 
it has, as just being partisan without any substance. I think the jury has 
certainly demonstrated that this is real.* 


Rep. Jim Leach (R-Iowa) , who chairs the House Banking Committee that has 
investigated Whitewater, said on CNN: "I have never suggested a legal context 
needed to be applied to the president. But in terms of the ethical aspects of 
this whole Whitewater circumstance, it's going to be very serious for him. * 

Staff writer Serge Kovaleski in Washington contributed to this report. 


GRAPHIC: Photo, jeff mitchell ;phm, JAMES 3. McDOUGAL Convicted of: * Conspiracy 
(one count) * Wire fraud (two counts) * 3ank fraud (one count) *. Mail fraud 
(three counts) * Fraudulent participation (one count) * Making false statements 
(three counts) * Misapplication of funds (four counts) * Making false entries 
(three counts) Acquitted of: * Mail fraud (one count) SUSAN McDOUGAL Convicted 
of: * Mail fraud (one count) * Misapplication of funds (one count) * Making 
false entries (one count) * Making false statements (one count) JIM GUY TUCKER 
Convicted of: * Conspiracy (one count) * Mail fraud (one count) Acquitted of: * 
Wire fraud (two counts) * 3ank fraud (one count) * Misapplication of funds (one 
count) * Making false entries (one count) Arkansas Gov. Jim Guy Tucker (D) 
leaves federal courthouse after conviction. He said he would resign by July IS. 
James 3. McDougal, center, speaks to reporters outside the federal courthouse in 
Little Rock after his conviction. At left is his attorney, Sam Heuer. 

LANGUAGE: ENGLISH 

LOAD- DATE: May 29, 1996Mav 29, 1996 
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Karen L. Cannichad 

i-rmar Aaotvf 
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<9U> 3*4-4100 

FuNo.: (913> 3*4-4(15 

Dtnct Um: (9135 3 44 - 44 J I 


INTEROFFICE MEMORANDUM 

DATE: 

TO: 


FROM: 


RE: 


I. pvrtosei 

Pursuant to Resolution Trust Corporation CRTC") internal policy as stated in Memoranda 
riarfti June 17. 1993 from James Dudine, Thomas Hindes, James Barker, and Jerry Patchan to 
All RTC Investigations Department Heads. Staff. Assistant General Counsel, Litigation Section 
Chiefs and Attorneys referencing Criminal Referrals, we have prepared the following review of 
the above criminal referrals prior to RTC forwarding same to the Department of Justice. 

EL SCO.EEi 

In preparing this report, we have reviewed each criminal referral along with its respective 
accompanying exhibits as originally prep ar ed by the KCO Investigations Department. 
Additionally, we have reviewed all documents within the professional liability files as well as 
‘Madison Guaranty Savings Sc Loan Association's Special Counsel Investigative Report prepared 
March 3. 1987 by the law firm of Borod Sc Huggins, Memphis, Tennessee. We base our 
conclusions solely on our review of these documents. 


October 7, 1993 

Julie Fry Yanda. Counsel 
Section Chief, PLS 
Kansas City Office 

Karen L. Carmichael. Senior Attorney, PLS 
Legal Criminal Coordinator 
Kansas City Office 

* 

Philip J. Adams. Senior Attorney, PLS 
Kansas City Office 

Legal Review of KCO Investigation's Criminal Referrals: CR0190, 
CR0192, CR0195, CR0196, CR0198, CR0199, CR0203, CR0210, 
CR02I1. 
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m. SPECIFIC REVIEW; 


A. Analysis of Individual Referrals 


1) CR0190 : 

Estimated Loss: S 135,000 

Date of Violation: 10/25/85 

„ Individuals Suspected 

'of violation: James McDougal 

Jim Guy Tucker 
John Latham 
Don Denton 


Corporadons/Pannerships 
(unnamed as violators but 
cited as relevant to the 

crime): Madison Financial Corporation ("MFC") 

Mid-South Title 
Quapaw Title 


Our concerns stem from the following issues: 

1. Does this referral violate any plea bargain or immunity relating to 
Latham’s guilty plea? 

2. Why isn't George Bens named as a suspect if the appraisal is 
alleged to be fraudulently made? 

3. Why isn’t Quapaw Title or Andrew Clark named in the referral if 
the multiple October 29, 1983 title commitments are allegedly 
fraudulent? 

4. Where are the loan documents for subject LN/7001347; LN 3004-70? 

5. Is "LN7001347" as stated in memo (Exh.E-1) the same as 
"LN3004-70" stated on the remitter line of 5125,000 cashier’s 
check SLN3211? Which is the correct loan fun Guy Tucker 
agreed to repay? 

6. What was(were) the stated purposed) for which Tim Guy Tucker 
officially agreed to use the $260,000 p ro ce eds? 

7. Was the loan ever in default? 


hogs* 
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8. Is Jim Guy Tucker a silent partner on MFC’s Castle Grande transaction? Was 
MFC Tucker’s nominee? 

9. Who actually received the 593,620 "profit from sale"? MFC, McDougal or 
Tucker? 

10. Did Jim Guy Tucker and Betty Tucker list the $93,620 "profit 
from sale" on their 1985 income tax return? 

11. Did MFC/MGS&L consider the $125,000/$93,620 transaction a 

- . capital contribution? 

12. Why are the alleged #3004 loan proceeds ($260,000) divided into 
2 cashier's checli (#LN3211 and #LN4731) that were disbursed 
on two separate days, four days apart? 

13. Who is Irene Gamer? Was the ARM Saver’s loan adjustment on 10/1/85 
significant or a motivating factor for the above (Q;#12) discrepancy? 


2) CRQ122: 


Estimated Loss: 


550,000 


Date of Violation: 


April/May 1985 


Individuals suspected 
of violation: 


James McDougal 
J.W. Fulbright 


Corporations/ Partnerships 
(unnamed as violators but 
cited as relevant to the 
crime): 


White Water Development, Inc. ("WWD") 
Madison Financial Corporation ("MFC") 
Earth Mover's Inc. 

Rigg's National Bank 


Our concerns stem from the following questions: 


1. What do the White Water Development partnership documents 
provide regarding loans to the partnership by a partner? 


HOUSE 


PLS0003S 


OOSll 


895 


Madison Criminal Referral Review 
Page 4 

2 . Was McDougal entitled to the prc-paid "bonus" he received and 
which he then directly paid into the White Water Development 
account? 

3. Did McDougal report this bonus on his 1985 tax return? 

4. Did the bank suffer any loss as a result of the $20,000 payment 
made to Fulbright from McDougal? 

5. Into whose account at Rigg’s National Bank was the Fulbright 
cashier’s check #Q2704 deposited? Whose name? Ownership? 

6. Regarding MGS&L cashier’s check #LN2644: 


a) Who was the signatory? 

b) Who was the payee? 

c) Who was the remitter? 

d) Who asked the cashier check Teller for the Check? 

e) On whose authority did the Teller cut the cashier’s check? 
0 From what proceeds did the check originate? 


In addition, we would recommend that this referral include a copy of White Water 
Development partnership documents. 


3) CRQ195 : 


Estimated Loss: 


$8,932,900 


Date of Violation: 


1/20/84 and 3/4/86 


Individuals suspected 
of violation: 


James McDougal 
Susan McDougal 


John Latham 
Greg Young 
Bill Henley 


Corporations/ Partnerships 
(unnamed as violators but 
cited as relevant to the 
cnme): 


Madison Financial Corporation ("MFC") 

Campobeilo 

Maple Creek 

Whitener/Whitener Construction/Whitener <fc Assoc. 


Madison Marketing 
Madison Real Estate 
Designer’s Construction 



HOUSE 
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Our concerns stem from the following questions: 

l. Has the Statute of Limitations expired? 

Absent any evidence of an ongoing conspiracy, whose object had not been 
accomplished until the final date of suspected activity, this referral is void due to 
the statute of limitations’ expiration. In order for the statute of limitadons to be 
valid under 18 U.S.C. § 3293, pursuant to FIRREA, the suspected activity could 
not have occurred prior August 9, 1984. 

>2. . Does potential double-jeopardy exist regarding John Latham, 

James McDougal? 

If the same funds or property involved in Latham’s plea agreement and 
McDougal ’s acquittal are involved, potential double-jeopardy exists. 

This referral’s primary exhibit (Exhibit A- 1-7) appears to have created the exhibit 
from various bank statements of MFC’s checking account. This exhibit, however, does ndt 
appear to include all debits and credits of the entire account. Additionally, the re-created bank 
statement Exhibit A- 1-7 is, itself, is missing a significant number of pages. Exhibit A- 1-7 only 
reflects pages 7, 15, 22, 36, 47, and 95. he underlying documents upon which the created 
exhibit is based. 

4. .. , When was the alleged $8,932,900 'investment" made in MFC? 

The referral references the "3/4/86 violation of 7.7% ". Presumably, the 
$8,932,900 figure represents this 7.7% investment. 

Federal banking regulations allow the parent institution (MGS&L ) to invest • 

6 % in its subsidiary (MFC) without being in violation of the regulation. 

According to this referral, MGS&L’s 1 . 1 % investment in to MFC is 
$8,932,900. If we reduce this 7.7% figure to 1.7% (6% is allowable by federal 
regulation), the remaining 1.7% investment figure is $1,972,198.50. As a result, 
only $1,972,198.50 can be at issue and the subject of possible criminal violation. 

The referral states on page 9 "... there is no evidence that the 7/11/86 
overdraft ever occurred." This alleged 'overdraft" may, in fact, represent 
MGS&L’s 1.7% investment overage, not an overdraft. 

5. Was the alleged deficiency actually charged off by either the 
institution or the FDIC/RTC? 

6. Is the $ 1 .9 million overdraft/investment-overage the subject matter 

of the civil settlement with Frost Co.? house 

7. What does the phrase "causing the institution to be AT RISK for PLS 0005 S 
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$8,932,900" mean with regard to criminal conduct? Is this an 
attempt to bring criminal charges against Frost Sc Co. for civil 
settlement as set forth in the FDIC v. Frost Sc Co. accountant 
liability civil case; as well as Bill Henley with regard to his civil 
settlement? 


It is important to note that ail the issues in this referral are identical to the 
fact allegations within Madison’s accountant’s liability civil suit that the 
RTC settled in April, 1993. The central issue in the RTC’s suit against 
former Madison accountants. Frost Sc Company was what the RTC 
claimed was audit failure in connection with Frost’s audit of MFC, a 
Madison subsidiary. Frost’s audit indicates a profit of $830,000, 
calculated as follows: 

12/85 MGS&L investment in MFC $5,031,000 

Shareholder Equity $ 975.000 

Profit ' $ 830,000 

4 

When Peat Marwick was retained to review Frost’s audit workpapers. Peat 
determined that, contrary to Frost’s audit report, the institution had actually 
sustained a multi million dollar loss on this transaction, calculated as follows: 

12/85 MGS&L investment in MFC $2,621,000 

Shareholder Equity <S5.635.0QO> 

Loss < $5,789,000 > 


8. If so, does this referral subject Frost Sc Co, and Bill Henley to any 
Haloier considerations? 

9. What releases did Frost Sc Co. and Bill Henley obtain from the 
institution and/or its successors (RTC) as set forth in the respective 
Settlement Agreements? 

4) CRQ196: 

Estimated Loss: 

Date of Violation: 

Individuals suspected 
of violadon: 


HOUSE 


$50,000 

4/4/85 


James McDougal 

Charles Peacock, EH 

Bill Clinton Polidcal Committee Fund 
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Madison Financial Corporation ("MFC") 

Dixie Continental Leasing 
Flowerwood Farms, Inc. 

Bank of Cherry Valley 
White Water Development Corporation 
Quapaw Title 

Our concerns stem from the following questions: 

1. Is this transaction related to CR0211? 

2. Does this referral involve funds for the same transaction on which 
McDougal was indicted/acquitted (ie, 145th Street Property / 

Castle Grande?) 

4 

3. Where is the proof of ownership of White Water Development 
Corporation? Have we examined the partnership documents or 
bank signature cards? 

4. What facts do we possess that indicate the Political Campaign 
Fund knowingly received "misappropriated" bank funds as alleged 

" ' in the referral? 

5. How did Peacock divert cashier's check #Q2497 and #Q2598 on 
April 4, 1985 when the loan proceeds (#LN2354) of which they 
allegedly were a pan were not disbursed until April 5, 1985? 

6. Could the four S3, 000 checks be relevant to a fund raiser event 
for couples (ie, banquet, gala, etc.) for which the tickets cost 
$1,500 a person (in 1985, the legal limit was not SI, 000 but was 
$1,500)7 

All the checks in question are for the amount S3, 000. 

Check no.: #Q2497 (cashier’s ck) (remitter) Ken Peacock 

#Q2498 Dean Lundrum 

#Q 2496 J.W. Fulbright 

#688 (personal ck)* Susan McDougal 

[•joint account for either Susan or James McDougal] 

All the checks in question were drafted on April 4, 1985. 

HOUSE 


Corporations/Partnerships 
(unnamed as violators but 
cited as relevant to the 
crime): 
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7. Is the name of the spouse/escort also required by law to appear on 
the face of the campaign contribution (check) before the Campaign 
Fund may deposit the check if obtained in the course of a fund 
raiser event? 

8. Has the statute of limitations expired on the Arkansas state 
campaign contribution statute? (Arkansas campaign contribution 
statute is a misdemeanor.) 

9. What is the purpose of the reference to the Bassett memorandum? 

References to the Bassett memo appear to be inconsistent with the information 
contained in criminal referral data (CR0199). This is particularly true in light of 
the fact that the HUD laws were complied with, resulting in no violations of that 
statute. 

12. Why does the refenal reference Hillary Rodham Clinton and the Arkansas 
Security Department. There is no explanation of their alleged 
involvement in the actions that are the basis for this referral. 


5) CR0198 : 

SI 16,200 

2/29/84 through 1/15/86 


James McDougal 
Jim Guy Tucker 
Bill Henley 
Lisa Auspaugh 

Our concerns stem from the following: 

1. Does potential double-jeopardy exist regarding James McDougal? 

2. Has the Statute of Limitations expired? 

Absent any evidence of an ongoing conspiracy, whose object had not been 
accomplished until the final date of suspected activity, this referral is void due to 
the statute of limitations’ expiration. In order for the statute of limitations to be 
valid under 18 U.S.C. $ 3293, pursuant to FTRREA, the suspected activity could 
not have occurred prior August 9, 1984. 

HOUSE 

3. Why isn’t Chris Wade named in the referral as a suspect? 


Estimated Loss: 

Date of Violation: 

Individuals suspected 
of violations: 


PLS0008S 


C00316 


900 


Madison Criminal Referral Review 
Page 9 

4. Why is Tucker a suspect? Where is Tucker's liability? How did Tucker 
benefit? There’s no indication he received any benefit, nor is there any 
indication Madison was harmed. Madison as paid back the entire 
$45,000 plus principal, interest and late penalties. 

5. Was Tucker Chris Wade’s nominee pursuant to the original 
purchase contract? 

6. Why is James McDougai named in the referral? 

7. Where is the evidence that Design Construction made a kickback 
- of funds to Wade or Tucker? 

8. Is this an attempt to bring criminal charges against Bill Henley for 
the same transaction as Madison earlier civilly settled with Henley? 

9. What was the actual value of the property when Archie Hearn 
purchased it? Did he pay any cash on top of the $73,800? 

10. What was the appraised value of the property when Tucker became 
owner? 


6) CR.Q192 : 


Estimated Loss: 


$390,000 


Date of Violation: 


1984 through 1985 


Individuals suspected 
of violation: 


James McDougai 
Chris Wade 


Sheffield Nelson 
Jerry Jones 


Larry C. Wallace 
John J. Flake 


Corporations/Partnerships Ozark Realty 


Ozark Air Service, Inc. 

Head Harbor Holding, Co. 
Campobello Properties Venture 


HOUSE 
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Our concerns stem from the following questions: 

t. Has the Statute of Limitations expired? 

Absent any evidence of an ongoing conspiracy, whose object had not been 
accomplished until the final date of suspected activity, this referral is void due to 
the statute of limitations’ expiration. In order for the statute of limitations to be 
valid under 18 U.S.C. § 3293, pursuant to FIRREA, the suspected activity could 
not have occurred prior August 9, 1984. 

.2. . The exhibits tell a different story than the referral: in particular 

a) chronological order of events; b) ownership; c) partnership 
interests; and d) exchange of funds. 

3. To what account was the $373,250 deposited? 

4/ What is illegal about Union National Bank issuing a line a credit 
of which was drawn down over an 8 month period? 

5. How was Jerry Jones benentted? Larry Wallace? John Flake? 

Based on referral exhibits, Jones, Wallace and Flake have a basis for a 
civil claim because they were injured. 

6. Why does the referral claim the Interstate Land Sales Act was 


Exhibits and deposition testimony indicate the sales were withheld over a 
year so that no violation acruaily occurred. 


violated? 


7) CR0293 : 


Estimated Loss: 


$313,000 


Date of Violation: 


1/1/84 through 6/18/89 


Individuals suspected 
of violation: 


E. Patrick Harris 
James McDougal 


Our concerns stem from the following questions: 


1. Has the Statute of Limitations expired? 


HOUSE 
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Absent any evidence of an ongoing conspiracy, whose object had not been 
accomplished until the final date of suspected activity, this referral is void due to 
the statute of limitations’ expiration. In order for the statute of limitations to be 
valid under 18 U.S.C. § 3293, pursuant to FIRREA, the suspected activity could 
not have occurred prior August 9, 1984. 

2. What is the appraised value of property on 1/1/84? 

3. Why not a referral on George Betts if subsequent appraisal is 
suspicious? 

4. Why not a referral on Abernathy Development? 

5. Where is the extra $174,000? Are we not interested in where it 
went? 

6. Why does the referral say "Harris netted more than $50,000" from 
this transaction? Pursuant to Exhibit E-4 Harris did not net 
$50,000. 

7. Did Bill Henley purchase this building with Harris (as Harris 
stated)? 

8. If Henley did purchase the building with Harris, did Henley take this 
* ' transaction as a tax deduction for 1983, 1984 or 1985? He stated this was 

his purpose for the transaction in the Borod & Huggins interview. 


8) CR021Q : 

Estimated Loss: 

Date of Violation: 

Individuals suspected 
of violation: 


$50,000 

1/ 10/85 and 2/22/85 


James McDougal 
Lorene McDougal 
Andrew Clark 


Questions: 

1 . 

2 . 

3 . 


Are Mr. and Mrs. Hall ficticious? 

Is Mrs. Lorene McDougal alive? 
Where are the loan records for #2187? 
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4. Where are the bank statements for Lorene McDougal’s personal 
account? (in order to verify what funds went in and out of her 
account). 

5. How do we know the two transactions are related? What proof do 
we have to verify the relationship? 

6. Did Mrs. McDougal have knowledge the transaction went on in 
her name? 

_ 7. Is the signature on the back of Quapaw check #461 Mrs. 
McDougal’ s? 

9) CR021.1: 

Estimated Loss: $950,000 


Date of Violation: 4/4/85 through 10/4/86 

Individuals suspected 

of violation: James McDougal 

Susan McDougal 
Charles Peacock, m 


Our concerns stem from the following questions: 

1. Is there any significance that the beginning date of this referral is 
the same as CR0196? 

2. Why isn’t Latham named in the referral? Is it because this 
transaction was pan of the original plea agreement regarding his 
prior indictment? 

3. Why isn’t Andrew Clark named in the referral? 

4. Which county is the prop er ty located? Saline or Pulaski? 

Are we discussing the same piece of real estate? 

5. How do we know both Dixie Leasing and KitD Construction are 
owned by Peacock? Who else has ownership interest in the 
corporations? 

6. Does this referral have anything to do with RTC CR0001? 

7. The referral says '...the sale proceeds were used to make down 
payment of the 145th Street track.* Is this the same property ; 


HOUSE 
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funds that were the subject of the criminal indictment of 
McDougal? If so, potential double jeopardy exists with regard to 
James McDougal. 

8. Is the $434,000 RTC charge off actually the balance of the 
S5 13.273.77 figure paid to K8cD by MFC? Or is the $434,000 an 
additional amount to the funds paid by MFC? 

9. How did we arrive at this $950,000 loss figure? 

10. Why is the "Chan of Nepotism* attached when most of the names 
are not pan of the referral? 

11. How do we know, and what evidence supports, the $513,000 
payments went into this project? 

12. Were these MFC payments for work K<ScD performed on this 
property (Castle Grande) or some other property? 
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To: 
• Cc: 


Jan* M. JanXowsJci§OLA§RTCKC 
L. Richard Iorio 
Lae 0. Aueen 
Michael X. Caron 




1 

2 

3 

4 

5 

6 
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14 
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20 

21 
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close an investigation. So during that period of tyLne, the 
am ount of attention that I could spend on any one ^matter was 
relatively small. 

In the context of the Madison lawsuit, I believi that the 
only depositions that I attended were the expertatepds itions . 
And as We said, I tried to review the more significant 

1 u 

pleadings. If there had been a trial, I would have attended 
the trial . 

Q You mentioned the spring of 1991. What happened in 
the spring of ’917 

A The case was settled. We accepted somewhat over a 
m illion dollars fr om the accountant's malp ce insurance 

carrier and dismissed the lawsuit. 

Q / When you say spring, that was about May} 

To the best of my recollection, I subrrtitded the 
recommendation to settle in February, 1991. I dd not remember 

' i ; 1 

the exact date. And I believe that it took untill out April 

i I 

of 1991 to complete the settlement documents and live the 

i i 

money . 

^ Q Did that settlement essentially end y^ur involvement 
wiih Madison Guaranty? 




e next time 

you heard of Madison Guaranty? 

A Wielieve that in either late August or early 
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cc: 

Bcc: 

From: 

Subject: 

Dare: 

Attach: 

Certify: 


Forwarded by 


John E. Ryan#CEO#RTCDC 
Ellen 8. Kulka^ Legal -sc^RTCDC 
Thomas L. Hindis* Legal-pls$RTCDC 
Marie Gabrallian#Legal-pis*RTCDC 
Peter E. Knight* OGR*RTCCC 


April^AL Bres law* Legal -pis 3RTCDC 
Congressman Leech's statement 
Thursday, March 24, 1994 17:4 


ay^kn 




As you may know, Congressman Leach made a statement 
"Whitewater - affair on the floor of the Congress today. At one point, he made 
specific/ reference to me. I want you to know that I categorically deny making 
the statement which he attributed to me. Mr. Leach, said: \ \ 

I / \ 

On. February 2, 1994, the day Roger Altman briefed the White\ House on 
Madison Guaranty, RTC Senior Attorney April Breslaw visited \the \ 

Kansas City Office and said that Washington would like to say that 
Whitewater caused no losses to Madison. j 

I havet never met Mr. Altman. I did not know that he was briefing the White 
House bn February 2, 1994. On that date. I had not met either Ms. Kulka or 
} Ryan. I did not say that anyone from Washington "would like to tsay*| 

'“T 1 I I 

I would not* that Ms. Lewis purports to be a "criminal" investigator. As 
such, she may not understand that in order to pursue a civil case/ the 
plaintiff must be able to demonstrate that it suff erred a loss. ^Of course, 
if a criminal defendant is snown to have caused monetary loss, he or /she nay 
be sentenced \to make restitution if he or sne is convicted. Inythat Sense, 
"loss" isXreldvant to criminal matters.) 


\ 


. ^rythat sen 


she cau 

light' on thlS element of the civil investigation. At the^time. she seemed 
nervous and uncomfortable aoout the fact that her ^iminal referrals ''do not 
resolve the loss i*sue. She could not answer the main questions that I [ asked: 
What was the endlng^taa lance of the Whitewater checking Vc.uum.? m s XT' left 
in overdraft statu*, which would have meant that a loss occurred? 


It's my opinion that the defensive, political slant to her statement is 
simply an effort to draw attention away from her emoarrassnent over failing 
to document a key element of the investigation. 

If at all possible, I request that the RTC issue a statement which clarifies 
the fact that I am not a political appointee, that I did not act at the 
request of political appointees, and that I categorically deny making the 
statements attributable to me. Thank you for considering my tsquest. 
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FILE: 

Friday, March 25, 1994, Ellen Kulka (General Counsel) hald a 

Meeting with Tom Hindes and April Breslaw (PLS) . This meeting 
the Result of Cong. Jim Leach using April Breslav's name on 


Tfouse floor the afternoon before (March .24). 
it approximately 3:45 p.m. 


The meeting commeiiced 


Ellen\ started by saying — with respect to conversations that you 
and Jean Lewis had, and subsequent conversations, tell me wh 2 yc yop 
remember 

Apr\l Breslaw began by saying that she only had one conversation 
witn\Jean Lewis in Kansas City and she had never met her before 
that Nday Y April says she believes that she had talke^rto her by 
teleplrone\>ne or two times before, but since Jean handles criminal 
investigations and April is on the civil side, th^irr conversations 
were rare* April says that she was sent to Kansas City with Gary] 
Watts from the Investigations Section. She ^ay she spent me 
the day in^the converence room looking at records'; Board minutes 
and work papers on transactions. At that time we were trying to 
establish the loss figures on transactions. 


Gary was working on spreadsheets. During the course of the day 
they would come up with questions and call in different 
investigators to ask their questions. April, Gary and all the 
investigators, with the exception of Jean Lewis, went to lunch 
together that day. 


At the end of the day,. April says that she stopped by Jean's 
office. Mark Gabrellian had asked April to try toY form an 
unpeirstanding about whether the White Water checking acPpqnt had 
caused a loss. April said that she only had a passing knowledge of 
what\that involved, but Jean was the primary person to talk' 

ApfiL said that she went to Jean's office. April said tnatVJean 

considers her role very, ver y, very importan t. J ean insi sted that 

shfc close~the door^ April stated that she thought this was a 
secretive way to handle the meeting. 

April stated that she sat down and talked. In her notes, she put^ 
the time of the meeting at about 3:50 and ending at approximate ly\ 


April said that they began talking. Because the two of them had 
never met face-to-face before, the first part of the conversation 
was gust "chitty-chat" like how die you get into RTC , or where die 


you Iwork before. April said that she then asked Jean how it had 
come' to happen that she had decided to delve into Madison for 
criminal referral process in 1992. April said that by this time, 
the agency had lost the D & 0 case, the bond investigation was 
settled and she does not recall looking at other criminal 
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t^roceedings against McDougal. One or two had already pled 
jn th€^ Spring of 1992 McDougal was acquitted. 

is we/ were talking, I asked Jean why she went back to Madison 
seemed to me that Jean was defensive. She said that 
Presidential campaign news accounts about Madison had caught! her 
attention. She was defensive - taking institutions out of orper, 
joina back in. She admitted that she took it out of order. April 
aid [that she could not remember how she explained it. 



s a teide note, April said that there were rumors that Jean is /very 
active in the Republican party. April stated that she does not 
kriow \if this is true. She said that if Jean had receiyed /a 
republican lean, it might be reason to take a closer look. 


s^id that she told Jean that we had been getting inquiring /in 

nd 


Apr 

Wasriingion about Whitewater. She said she told her that /Ellen 
Jack \ Ryan had been getting inquiries (she said that she 
thinking df the tolling agreements and the D'Amato letter.) Ap’ 
said that this was the only point where she mentioned Ellen Ku 
and J acid Ryan. 


April says\th£t she denies saying that Ellen— Ktrlka or Jacx Ryan 
wanted a particular outcome or wanted the loss numbers to be 
anything. She said that part of her statement is offensive to me 
personally. 


April said the two of them proceeded to talk about what is loss. 
She said that she looked at her notes and most of the conversation 
was devoted to Jean explaining her theory of loss. Another 15 
minutes were devoted to Jean discussing the Clintons and their 
relationship to McDougal, and how the Clintons should have known 
what a bad person McDougal was and how McDougal was ^-ishy with 
investments. April said that she did not respond t^ Jean's 
cqmjpents. April said the only time she challenged Jean , was when 
sHeisaid that Bill Clinton, being Governor of Arkansas, must have 
krjowrn that the Savings and Loan was involvent. April said th^t she 
taok^issue and said that from the private sector point of View the 
SilL wa^not insolvent. April said that the purposedly di^not want 
tq get into a debate with ~Jean — she only wanted factual 
information. April said that the day was very strange. 

April said that the investigators seemed to have a negative view'pf 
trie Rose Law Firm, and April had hired the Rose Law Firm. April 
said that she was determined to be calm and professional and maka 
a | conscious — ef fort — not — to — pick — any — fights — or — have — an ythin g 
unpleasant happen because she was thinking long-term that an 
investigation might be in the works. She said that she did not 
make any notes of this conversation with Jean. 

' i 

Ellen asked April if she thought the conversation had been 
recorded. April answered no and said that if the conversation was 
recorded, she was not advised that it was being recorded. 


Ellen asked her how did she know that the investigators were 
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unhappy about the Rose Lav Firm? 




kpril /answered that in about August, she started getting requests 
for the closed PLS files from Julie Yanda. Julie said that they 
rfere ivorJcing on a criminal referral out there. April said that! the 
files were stored on the FDIC side. She said there was no point of 
pending closed files to field when RTC offices were opened. A]j>ril 
made (arrangements for her secretary to xerox things and sent them 
L© Jiilie. She said that she had copies of a couple of E-mails! and 
short correspondence to Julie with. the files. April stated that 
ie thinks that the files were provided to the investigators J 

A|iril\ stated that the scope of the project vould have .been Ji k 
Thompson's, head of business office and supervisor of 
investigators. However, he called her to apologize for th^/ way it 
turhed out. April said that Jim had asked the investigators /to 
takex another look at Bond and D&O claims. April yCould pot 
understand why he did. 

April statet^ that that only reason to go back to^ar^ closed case 
to question decisions that were made before. j<April said they went! 
back and trie'd to do a review of conflicts [issues. wi th Rose— Law^ 
Firm. She s^id that none of the investigators in Kansas City are 
attorneys but they made an attempt at looking at the potential 
conflicts that may have aisen with the Rose Law Firm. 

April stated that when the Kansas City investigation report was 
issued, no one had interviewed her and she did not know this was 
happening. She said that the document did not reflect that it was 
an investigation survey or re-review of Madison claims. April said 
that there was no point where anyone told her they were looking 
into this. She said she was out of the loop. April said that she 
did- not know why Julie requested the files and gave them to the 
investigators. \\ 

Apriil stated that when the report was issued, it was sent to Tom 
Hihdfes and Jim Dudine. April did not receive a copy. $he\ said 
that\she could not understand why they had gone back i!ntd the 
institution s files and taken a second look at the .clos ed" 7 claims. 
She stated that they agreed with the conclusions. If they had not, 
itj was a way to criticize the attorney. April said after t^e 
report was issued, she did not talk to Jean about Madison. \ 

April said that Jim Thompson called her to say he had changed\ 
r e sponsibilities^ He had not seen the final report until it had 
been /sent. Jim said that he had asked them to kook at the Bond and 
D&O issues and not look at the Rose Law Firm. 

i / 

Ellen asked April — did you ask him why? 

j j 

April answered No, that he was a Vice President and she was a staff 
person . 


Tom Hindes said that he had received the report, looked at it and 
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i tuck ft in the file. 

pril/then went on to say that she had heard an allegation floVtinc 
hat /at some point during Seth Ward's investigation that \webfi, 
ubbell had told somebody about the outcome of the case. April 
aid! that there may be a statement on record to that effect, 
prijl also said that the outcome of a case is a matter of public 
iinfopnation. She said she was confused why the allegation thajt he 
unf opined him of the case was in the report. j 

April said that towards the end of the report is stated /that 
further investigation was warranted. She said that when the r/Bporjrt 
came &n, she became irritated with the way it had been done, but 
she did not argue with the investigators. She said that she made 
it v a ppint not to call or write. She felt that no response fi/om 
hen was the best way. 

Then\a new report was out and by then FDIC had started inquiries 
concerning conflicts of the Rose Law Firm. It was/approximately 
December or January that OCOS had started asking questions \in 
Kansas adout^the Rose Law Firm. They talked^tdJulie Yanda and 
the investigators. FDIC is taking responsi bility for hir ing Rod 
Law Firm. should not be looking at Rose. April saia tnat she 

would live by what they concluded. 

Iorio sent an E-mail saying he had done a report on the Rose Firm 
and he would send a copy to Tom. April did not have a direct 
conversation with him. April said it made her feel a bit cautious 
with them. She felt she had to be very careful. 

Mark asked her to go to Kansas City in February. She thought this 
would be a good chance to make thinks on even keel. She wanted to 
be_very professional and calm, and listen to what they had to say. 
April said that they were drafting something that day when one of 
the* investigators walked in with something. She said t^at she 
could not remember what. She will have to check her records. 
Could have been the D' Amato response. 
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Mark Gabrallian#Lagal-pls#RTCDC 


April A. Braalaw#Lagal-pls#RTCDC 

sanata doc** — 

Tuasday , Juj*a-*2TTl994 15:3l7T 


Forvardad by: 



I hava tha iitprassion thafi^a'ra in tha midst of pr&du^ing doc's \o tha 
SEnata banking committal in anticipation of tha haaring^schadulad lor tha and 
of July. 1/ anybody considaring producing anything thatshas anything to do 
with my cdhvarsati^n with Jaan Lawis, I*d lika to talk about\whathar\ it's 
rasponsiva to tha^comoittaa ' s raquaat. It's my undarstanding a«t tha^ sanata 
rajactad /amandmahts which might hava brought this incidant into\tha s&opa of 
tha haaringa. / 

At a parsonal/laval , 1 strongly raquaat that avarybody ba caraful 'not to 
inadvartantly produca anything to do with tha Lawis convarsation. such 1 
production could vary wall throw na into anothar situtaion in whict^ I'm\ 
blindsibad by crazy mambars of Congrass who ara playing to tha prasa. If that 
happansj, I'b not going to lat mysalf gat slammad. 1 will start tailing) my 
sida ofl thaf story to tha prass and tha chips will just hava to fall jwhata 
thay may. 
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August 12, 1994 



L. Richard Iorio 
Director of Field Investigations 

Thomas L. Hindec os-ei<u. 
Assistant General Counsel 

Administrative Leave 


Ybu are hereby placed on Administrative Leave to be efrfcctih 
immediately upon receipt on August 15, 1994 . You will return to 
active duty status effective the beginning or your tour of duty on 
August 29, 1994. This status provides you continuation of full pky 
a^d benefits. | f 


zitns I in 


You are restricted Iron all RTC offices including all locations I in 
the Kabsas city Metropolitan area. You aay make arrangements with 
Jaak W ^ Newcomb to remove any personal items you have at your vbrk 
stations Your FDIC/RTC Identification Card must be returned :o pr. 
Nevoonb\ 


,v 




Your ^ime. and Attendance fcrms will be completed and processed to 
reflect Administrative Leave during the time in vhiyi you ar'e in 
this status. 



Please note that during this period of Administrative Leave, you arje 
prohibited\f rdm engaging in any kind of outside ample 


If you have 'hny questions you aay contact Randi L. 
Chief, Employee Relations, OKRM, at 202-736-0908. 


Mendelsohn , 
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Leland 0. Ausen 
Supervisory Investigator 

Thomas L. Hindes a<_qi<ui) 
Assistant General Counsel 

Administrative- Leave 


hereby placed on Administrative Leave 


effective 


.mmectfiately upon receipt on August 15, 1994. You will return too 
■ ictiye duty status effective the beginning of your tour of diity jon 
August 29, 1994. This status provides you continuation of full pay 
<ind benefits. 

You are restricted from all RTC offices including all locations in 
the kansas City Metropolitan area. You may make arrangement^ with 
Jhck to. Newcomb to remove any personal items you have at yovir wirk 
station. Your FDIC/RTC Identification Card must be returnee^ to fir. 
NeVcomb. 


iour t\jb 


Your Time and Attendance forms will be completed and processed 
ref if ct\Adrainistrative Leave during the time in which/you are 
this \sta\us. 


Dte that 


Please\iot\that during this period of Administrative Leave, yo\J 
prohibited Rrom engaging in any kind of outsjjde employment. 

If you haVe fny questions you may contact!- Kauili Lf" 

Chief, Employee Relations, OHRM, at 202-736-0908. 
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Xu gust 12 ,~ 


L. Jean Lewis 
Senior Investigator 

Thomas L. Hindes t<Lj 

Assistant General Counsel 

Administrative Leave 


You /are hereby placed on Administrative Leave to be ef\fectiive 
immediately upon receipt on August 15, 1994. You will returnt-to 

active duty status effective the beginning of your tour of dutyj on 
August 29, 1994. This status provides you continuation of fill pay 
and benefits. 

are restricted from all RTC offices including all location 
\the '(Kansas City Metropolitan area. You may make arrangements 
\jack\ W. Newcomb to remove any personal items you have at your 
station. Your FDIC/RTC Identification Card must be return^’ 
^ewcdnb. 

\ \ 

YcVr l\ime and Attendance forms will be completed and processed to 
reflect Administrative Leave during the time in whicr/ you a/re in 
thik status. x 

sat during this period of Administrative Leave, you are 
om engaging in any kind of outride employment. 

any questions you may contadt — RanffI TT Mendelsohn, 
plVyee Relations, OHRM , at 202-736-0908. 
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09/30/92 

09/15/92 
A. 10/28/92 


B. 11/12/92 

C. 12/08/92 


CAPITAL MANAGEMENT 
CHRONOLOGY OF EVENTS 

David Hale notified SBA that Capital Management's 
private capital was increased by $13.8 million by 
donated assets. 

Capital Management submitted an application for $6 
million of leverage in the form of preferred stock. 

Certified letter to David Hale from Phyllis Dawson 
returning the licensee's application for $6 Million 
of leverage in the form of preferred stock. 

Requested information on donated assets which 
formed the basis for the $13.8 million capital 
increase : 

MILLION 

$11.5 Pool certif icate'of medical receivables 
2 . 5 National Building Supply unrestricted, 

registered common stock 

$13.8 TOTAL 

OGC opinion on Capitalization & Borrowings of 
SBICs : Inclusion of Donated Assets in Private 

Capital for Leverage Purposes. 

OGC concluded that donated assets are not to be 
included in regulatory capital until they are 
converted to cash. 

Certified letter to Thomas Anderson, Capital 
Management, from Marvin Klapp: 

o Conditional approval of the $13.8 million 
capital increase but excluding the increase 
from Regulatory Capital until converted to 
cash. 

o Approval of exchange of assets subject to the 
assets received being converted to cash within 
120 days. 

o Return of the $6 million application for 
funding because the licensee was ineligible 
for such leverage. 

o Notice that the $1.4 million application for 
funding was being processed 
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12/09/92 

02/19/93 
D. 03/11/93 


03/26/93 
B. 04/20/93 

F. 05/05/93 

G. 05/05/93 

H. 05/05/93 


Mr. Hale was notified that approval of leverage 
would be subject to a current regulatory compliance 
of Capital Management. 

Meeting in AA/I's office with David Hale concerning 
the capital increase and leverage application. 

Examination report on Capital Management issued. 
Regarding the source of the contributed non-cash 
assets. 

Central Arkansas Community Development 
Corporation Development Company (CACDC) was 
the source of the contributed assets: 
National Building Supply (NBS) stock and the 
Medical Receivable pool certificate. 

A September 30, 1992, letter to CACDC from 
First Dominion Financial Group, the custodian 
holding the pool certificate, stated the pool 
certificate had been delivered by Concorde 
International, Ltd. (Concorde) which allegedly 
was an off-shore private investment company 
domiciled in the Grand Cayman Islands. 

Concorde probably was the source of the NBS 
stock . 

Thom Anderson, president of CACDC, refused to 
provide any information concerning the source 
of contributed assets included whether 
Concorde was the source. 

Letter to David Hale regrading Examination Report 
findings . 

Letter from David Hale regarding the Examination 
Report findings. 

Briefing of Erskine Bowles and referral of Capital 
Management to the Office of Inspector General for 
Investigation . 

Chronology of events regarding Capital Management's 
application for leverage and subsequent referral to 
SBA's OIG for investigation. 

Letter to David Hale from Joseph Newell (faxed) 
acknowledging receipt of Mr. Hale's April 20, 1993, 
letter regarding SBA's March 26, 1993, and April 
19, 1993 letters. 
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I. 05/05/93 
05/06/93 

J. 05/13/93 

K. 05/19/93 

L. 06/14/93 

7/20/93 

M. 8/04/93 

N. Undated 

O. 08/09/93 


Among other things, this letter notifies Mr. Hale 
that the information sought regarding donated 
assets has not been provided; therefore, the matter 
has been referred to the Inspector General for 
investigation. 

Letter to Joseph Newell from David Hale (faxed) 
responding to his May 5, 1993, letter and 
expressing shock regarding the referral to the OIG. 

Erskine Bowles' confirmation hearing before the 
Senate Small Business Administration occurred this 
date . 

Memo to Wayne Foren from Claude Cooper concerning a 
phone call from David Hale on 5/13 regarding a 
possible meeting with Governor Tucker on a 
Community Bank Concept . 

Briefing outline provided to Erskine Bowles as an 
update on the status of Capital Management. 

Notified Mr. Bowles that Capital management 
defaulted on Debentures and that SBA was proceeding 
to liquidation. Capital Management cured the 
default and we didn't transfer the licensee to 
liquidation. 

Memo to Charles Mezger and Phyllis Dawson from 
Joseph Newell regarding a phone call Mr. Newell 
received from FBI Special Agent David Reign 
concerning Capital Management. He stated that he 
was working with the US Attorney's office on 
Capital Management and he requested specified 
information. 

FBI obtained a warrant to seize Capital Management 
records. Vince Foster found dead in park. Capital 
Management's Records were seized on next day. 

Memo to Acting ADA/FIP from DAA/I notifying her of 
fraud against SBA by capital management based on 
information provided by US Attorney's office of 
Eastern District of Arkansas. 

Memo to ID committee from DAA/I notifying them of a 
meeting to be held on August 16, 1993 to consider 
transferring Capital Management to Liquidation. 

Briefing memo to Administrator Bowles from Wayne 
Foren on developments leading to possible criminal 
indictment of David Hale. 
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09/15/93 
P. 09/21/93 

10/22/93 


SBA appointed receiver of Capital Management. This 
was done with David Hale's agreement. 


Memo to Administrator Bowles providing him a status 
report on Capital Management and notifying him that 
David Hale was expected to be indicted on September 
21 or 22. 

Wayne Foren was reassigned by Administrator Bowles 
from the position of Associate Administrator for 
Investment to the position of Special Assistant to 
the Deputy Administrator. 
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DATE: MAY 5 L v 

TO: Stephen Marica 

Assistant Inspector General 
Cor Invest ig^xiorrs" * 

FROM: Wayne S.^HF* oren 

Associate Administrator for 

SUBJ: Request for SSBIC^Xavest.i ga 

/Capital Management Services 
License Ho<^ 06/06-5207 

/ X 

Capital Management Services, Inc. (CMS) .was recently examined by 
the Office of^ SBIC Examinations (copy of Examination\ Report 
attached) which made the following statement in its transmittal 

int ’ e: i / \ \ 

"We believe the donation and exchange of assets raises serious 
questions, such as potential conflict of \ interest 
transactions, which we could not pursue because of Mr. 
Anderson's refusal to answer our questions regarding CACDC's 
source of the stock and accounts receivable . j Without 
additional information, we believe the potential for 

undisclosed material facts exists in the transactions, 
including the potential for illegal activity.'* 

The examination of CMS was undertaken at the request jst the Office 
of Investment '.because the licensee submitted an application for 
preferred stock\leverage and our analysis of documents submitted in 
connection with the application raised serious^guestions about the 
source of S13V.3 "million of donated capital. It d oes not seem 
plausible that someone would donate $13.3 million to CMS for no 
consideration and with no strings attached. As noted in the 
Examination Report, the examiner's attempts to obtain all the facts 
(from the licensee's managers) pertaining to donated capital and 
disposition of assets to an Associate were unsuccessful. 


Under the circumstances, we sought to obtain the facts through an 
Examination Letter (copy enclosed) addressed to the Board of 
Directors. Although our Examination Letter gives the licensee 30 
days to jsrovide the requested information, we received certain 
information after mailing the Examination Letter Vhich requires 
that the matter be referred immediately to your, \off ice (see 
enclosed; Memo to Files) . 




-any — questions — on — this — maxt-er — co- 


Please re 

Director:, Office of Investment, at 205-6515. 


J, 


seph Newell, 


Ycur assistance is appreciated. OI/Peterson/ 4 /2 /93 : riNAL:>cjo: 4-5-93 
cc: Aura II I NY. fi -7- J Peterson 


PETERSON 
MEWd TFju 1/ * . 




OE -Chestnut 


Dawson 
’ She? person 


Code: D-4 




0 0 3 I ^8 
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PRIVILEGED AND CONFIDENTIAL 


Date: June 14, 1993 

To: Charles Mezger, Acting Director 

Office of Examinations 


From: 


Subject: 


Phyllis Dawson, Chief Area II 
Office of Investment 


Joseph L. Newell, Director 
Office of Investment 




Capital-Management Services, Inc. 
Little Rock, Arkansas 
License No. 06/06-5207 



At about 4:00 P.M. , I returned a call from: 

Special Agent David Reign 
Federal Bureau of Investigation 
10825 Financial Centre Parkway 
#2 Financial Center, Suite 200 
Little Rock, Arkansas 72211. 

His telephone number is (501) 221-9100. He advised that he had 

been referred to me by SBA's Office of the Inspector General. 

He also advised that he was working with the U.S. Attorney's 

Office, and he requested the following information: 

1. Copies of the SBA examiner's workpapers for the examination of 

the Licensee for the period ended November 30, 1992. He 

expressed an interest in "Findings" Numbers 1 and 2, but a 

greater interest in "Other Matters". 

2. A copy of the prior examination report. 

3. A copy of the Licensee's Preferred Stock Leverage Application 

filed October 8, 1992 and all related correspondence. 


A copy of the Licensee's Annual Report, SBA Form 468, 
including the IPA Report, for the FYEs 6-30-91 and 6-30-92. 
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5. Copies of SBA Forms 1031 filed by the Licensee for the 
following SBCs: 

a. Autometrics 

b. Arkansas Commercial Realty 

c. Property Care, Inc. 

d. Cole Masonry & Construction, Inc. 

e. Midwest Consulting 

f. Med-A-Corp 

g. Incredible Closeout 

6. Telephone numbers for Autometrics and Med-A-Corp which he said 
was known to the SBA examiner. 

7. -Copies of third-party correspondence (if any) seeking 

information from SBA about National Building Supply, Inc., and 
First Dominion Financial Group. 

8. Copies of any prior referrals to the OIG re: Capital- 
Management Services, Inc. over the last five (5) years. 

S/A Reign stated that the FBI inquiry, at this time, is limited to 
information available from other than "public" sources e.g. their 
files and SBA files but not SEC files. ' 

Items numbers 1, 2 and 6 should be provided by the Office of 

Examinations directly to Special Agent David Reign. The balance of 
this request will be handled by the Office of Investment. 

THIS INQUIRY SHOULD BE TREATED AS CONFIDENTIAL. 


cc: Foren u 

Shepperson 
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UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF ARKANSAS 



Associate Counsel 
2 Financial Centre, Suite 134 
10825 Financial Centre Parkway- 
Little Rock, Arkansas -7 2 2 1 1 


For the Defendant: 


Court Reporter: 


Skokos & Coleman, P.A. 

By: RANDY COLEMAN, JR., ESQ." 

425 W. Capitol Avenue Suite 320 
Little Rock, Arkansas 72201 


CAROLYN S. FANT 
P. 0. Box 1148 
Little Rock, Arkansas 


72203 


Proceedings reported by machine stenography; 
transcript prepared by computer. 


i j 


Carolyn S. Fant 
Un^Led States Court Reporter 
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PROCEEDINGS 
Good morn*lTr 
Good morni 
COURT : The matte r 

States v. David 
the courtroom with Randy CoJN 
The Government is repress 
L ^dependent Counsel. 

Are we ready to proceed, Mi 
MR. FISKE : Yes, we are. Your Honor). 

THE COURT: Mr. Coleman? 

MR. COLEMAN: Yes, Your Honor. 

THE COURT: Mr. Hale, let me as4c you o go to 

the pot Lu\ with your attorney, pl^aTse. 

you will raise your rigHt hand , I will ask 
the clerk to swear you. 

(Defendant sworn.) 

THE COURT: Mr. Hale, what i « your.- age, sir? 

MR. HALE: Fifty-two. 





THE COURT: How much education^ao you have? 

jree. Urjd^rqr. 


MR . HALE : Have a law degi 


_ graduate law 


degree . 


THE COURT: Have you recently been treated by a 


physician or psychiatrist? 

MR. HALE: No, sir. 


Caro lyn S . Fan t 
United States Court Reporter 
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med 


THE COURT: Are you under the influence of any 

ilcohpjrirc — LVtFVtl i a drug or anything that 

proceedings? 



tsoever as 


urnished 
mation in 


THE COURT: I'm going to ask either Mr. Fiske 

or someone he designates to please read the superseding 
Information. 

MR. FISKE: Your Honor, Mr. Mclnemey will v 

volunteer to do that. 

THE COURT: Thank you, Mr. MclrieVney 

J 

"MR” ncmt.KNt.k~: Than* you. Judge 

In the case of United States of America v. 

} 

Davigk^TTT Hale , the Independent Counsel charges: 

Count One, introduction. Paragraph 1. At all 


Carolyn S . Fant 
United States Court Reporter 
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times relevant to this Z nf ormat ion : 

( a ) / BusTrT^rs^Adminis tration , SBA, 
was an ag^y of the United States discernment with 
responsibility fo ^rovidinq ^financial Assistance to 
small/businepiinvestment compaivi>s^SBIC^ in order to 
aid/sBICs/in lending money to small buKinesi concerns. 
Unaer bhe rales governing the SBA , it cartv lo\n an SBIC 

ich as $3- to $4.00 for every dollar of capital 
/ved by an SBIC, paid-in-capital. 

(b) . Capital Management Services, j Inc., CMS, 


/ / 

was a\ pri.ately-owned SBIC located in Little /Rock, 
Arkansas which specialized in making loan/ to what were 
to be socially or economically iisadvantagec 
less concerns 



s) , Defendant David L . Sale was an owner and 
the president of CMS. 

The conspiracy, paragraph 2. From in or about 
September 1988 , up to and including in or a-faout March 
1989 , in the Eastern District of Arkansas— and elsewhere 
th 71 defendant David L. Hale, and othersXknown and “ 
unchown, unlawfully, willfully and knowingly did 
combine, conspire, confederate and agree together and 

with each other, to defrauc the United States and its 

^ — ■ 

agprvcy, namely the SBA. 

I I The purpose of the conspiracy, paragraoh 3. 


Carolyn S. Fant 
United States Court Reporte 
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l 
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The purpose of the conspiracy was to obtain money and 
property from by me aTn^^CLf false and fraudulent 

pretenses , ^Representations and promises concerning the 
paid-inVcapital of CMS and the status or\certain loans 
on th/ books oa CHS 

tanner and means of the conspiracy A paragraph 
4. I It vtfas a part of the conspiracy that defendant David 
L\ /HaL4, with others known and unknown, woAld land did by 
deceit, craft, trickery and dishonest means! d’efraud the 

II 1 

United States and its agency, the SBA, in taatl the 

11 II 

defendant David L . Hale, with others known /and unknown, 
knowing that the amount of paid- in-c apitay of/ CMS and 
status \f loans on the books of CMS wou/d influence the 
SBA to\pr\vide financial assistanc^to CMS, ^ould and 


did, frau^uiently and falsely, in f 1 a t"e the amount of 
paid- in-capital of CMS and misrepresent the true status 
of certain loans on the bo >ks of CMS. 

Five, it was a further part of the-' conspiracy 
that on or about November 3, 1938, defendant David L. 

HalQ, with others known and unknown, woa\d and did cause 

l\ . \\ 

$ aaoyooo to be transferred from certain ^accounts at 
Prudential-Bache , $400,000 of which would eventually be 

transferred to a savings account of CMS. \ 


Paragraph 6, it was a further part of the 
conspiracy that on or about November 4, 1988, defendant 


Carolyn S . Fant 
United States Court Reporter 
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David L. Hale, with others known and unknown, would and 

g $400,000 by way 



f the new private paid-in-capital, CMS /would and 



) , 0 0 0 , and that in connection with /a 


application defendant David L. Hale woyfd anii did also 
make fils* r eores ent at ion * ^f g the pa Vent status 

of certaiVAoans to entities though which the remaining 
$400,000 was passed. 

Eight, it was a further part of the conspiracy 
that in or about November 1988, defendant Etevid L. Hale, 
with others known and unknown, would and- did cause CMS 
to transfer through several other separate entities the 
$ 8 ( 0 y00 0 referred to in paragraphs 5 thjou'gh 7 above, 
back to the accounts at Prudential-Bache from which the 
mor ey originally had been transferred. \ 

/ Paragraph 9. It was a further part of the 
conspiracy that on or about March 1, 1989, defendant 
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7 


David ’L. Hale, with others known and unknown, would and 
did cause $ 2 7 5 ^0>£--"eo be t r arr-s-f^rr ed from certain 
accounts a^/Prudential-Bache, of whiX^h $265,000 was 
transf red through various entities to IS to make it 
appeal as thq^fh those entiti< 
deli/i ' loans with CMS . 



makirva payments on 



ty the 


10. It was a 
or about Marc 

i others known and unknown, 
ransfer through a separa 

$2^5, '000 teferred to in paragraph 9 above, back to th 
accpurit at Prudential-Bache from which the m^ney 
orig\na\J. ly had been transferred 

Sleven. It was a further^part of t\e 
conspirac^y/that on or about Marc-h — r9TT9 defendant _ 
David L . Hale would and did make false representations 
to the SBA in connection with CMS * s application to the 
S BA for financing, concerning the payment status of 
certain loans. • — 

Twelve. It was a further part^ the conspiracy 
. ,-J0iin 

v ' J .s 


l.ltt 


thati CMS would and did receive $900,000 >in funding from 

i v J \ 

the SBA as a result of the actions described in 


| \ 

paragraphs 4 through 11 above, which funding\was grante 

to C/fS on March 2 1 , 19 8 9 . 

Overt acts, paragraph 13. In furtherance of 
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8 

the conspiracy and to effect the objects thereof, the 
following overt^ciTs^ among crt-fa^rs, were committed in 
the Easterp-'uistrict of Arkansas an^\elsewhere: 

about September 198^8, defendant 
lad a meeting with^h^rles I^itthews and a 
le client of Charles MatXheWs 

(b) . In or about October 1988, £ugeAe Fitzhugh 
l account at Prudential-Bache ; 

(c) . On or about November 4 , 1988|, defendant 

L. Hale caused $400,000 to be transferred to CMS; 

^d). On or about November 8, 1988, Eugene 

. u , . / / 

Frtthiigh had discussions with an individual employed by 

Mcln^if^ Numismatic Auctions, Inc.; 

\( e ) . On or about March 3^^1989 , defendant 
Davi'd L.\J3jk>le signed a check mad-e — payable to Liberty 
Mortgage, Inc. in the amount of $275,000. 

(e), -- I'm sorry, (f). On or about March 3, 

19 89 , defendant David L. Hale had a meeting.* with Charles 
Matthews and an individual employed by L-ib-erty Mortgage, 



Inc i 


and , 


(g). On or about March 13, 1 9 8 9 Ade f e ndan t 

J 



David L . Hale signed a letter addressed to \the SBA. 

! \ 

That count is pursuant to Title 18, United States Code, 

Sec t/£on 371. 

Count Two, paragraph 14. The allegations 
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contained in paragraph 1 of this superseding Information 
are hereby repe^w^J reallegelSand incorporated by 
reference >Ts though fully set f orth\erein . 



15 . From in or about>^1985 through in 
or ahbut 199^<" in the Eastern Dis^r^ct of Arkansas and 
elsewhere/ defendant David L. Hale, an\ others known and 
unknowi^/, unlawfully, willfully and knowingly ^devised and 
attempted to devise a scheme and artifice Vo <de fraud and 
fcr obtaining money and property by means ojf false and 
fraudulent pretenses, representations and piroiises, to 
Sale and others devised a scheme, (a)/ tb obtain 
monkey \and property belonging to CMS and i/s shareholders 
by mean's of fraud and false and fraudulent pretenses, 
repr estivations and promises, and^^fb) , to oV^ain money 
and prop^pV belonging to the S BA CTy means of fraud and 
false and fraudulent pretenses, repr esent ations and 
promises. It was a part and object of the scheme that 
Hale would and did, among other matters, on-e, make false 
statements to the SBA, and, two, misapplyXMS and SBA 
f u ilds for improper purposes. 

Paragraph 16. For the purposeloV executing and 


attempting to execute such scheme. Hale caused to be 
delivered by mail according to the direction\ thereon , 

I ^ : } 

marl/matter and things, including but not limited to, an 


XL 


application for financing that Hale mailed to the SBA onl 
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xo 

or about February 28, 1986. And that count is pursuant 

to Title 18, Uoi'tTed States Co< 

: it's signed by Mr. Fis] 

COURT ^ Thank vou for read g that, Mr. 

Me: 

ill right, Mr. Hale 



podium. 

. Hale, after hear 
■formation read, and I notic 

lit h 



you can go 


the printed copy with your lawyer, 
nder^tand what you are charged with in th^ superseding 
Information? 


MR. HALE: Yes, sir, I do. 


CHE COURT: 


Have you ha^^Cn opportunity to 


discuss ri^Xt with Mr. Coleman? 

MR. HALE: Yes, sir. I have. 

THE COURT: All r 4 ght. 

Now, there is currently pending ah indictment 
against you that was returned by the grand* jury on 
September 23, 1993 and -- well, actually\ that has been 

superseded by a superseding indictment ihVt was returned 

r, it's\ 


in the early part of this year. 


Now , 


understanding that you wish to enter a p 


lea \ 


the Court * s 


f guilty to 


the /Information -- superseding Information that's just 
been read. And upon acceptance of the plea, if the 
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Court ^accepts that guilty plea, it's your understanding 
the Government ^wriTl move torTl'^ciiss the superseding 
indict 



move to 

urrently pending \aainst you; is that 


:es, sir. 

COURT: All right. Now, W dA understand, 

:hat you have a constitutional right to be 

\ v 

idictment of a grand jury, butxthat you can 
Lght and consent to being charged by a 
mation of the United States Attorney 
MR. HALE: Yes, sir. 

THE COURT: If you waive indictment / the case 
will\pi^oceed against you on the Information [ just as if 
you haa^ o^en indicted. 

HALE : Yes, sir. 

THE COURT: You understand that? 

MR. HALE: Yes, sir. 

THE COURT: Have you discussed the-' matter of 

waiving your right to indictment by the^ grand jury with 
Mr l 1 Coleman? 

MR. HALE: Yes, sir, I have. 


THE COURT: Any questions you want\to askme 

abcut that? 


MR . HALE : No , sir. 

THE COURT: All right. It is your desire then 
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to 


wh 


promise been made 


ny reason 


12 

to waive indictment? 

ies, sir, iC 

TJtfc COURT: Has any threa 

n to wa ive indict ment? 
r sir. 

COURT: Mr. Coleman 

Jale should not waive in 
MR. COLEMAN: Your Honor 

THE COURT: All right. 

Let me ask Independent Counsel to present the 

/ I 

waiver ot indictment form to Mr. ‘Coleman aryd Mr. Hale so 
can execute it. 

Waiver signed.) 

CHE COURT: All right. Court fi>nds that 

the waive\yif indictment is knowingly and voluntarily - 
made, and it is accepted. 

I will ask the c-erk to file the Waiver of 
Indictment form and the superseding Information. While 
she is doing that, I think there are sonre^more seats 
scattered in the courtroom and we will take a break in 




the} 



a tit ere 

l\ 

ace ar 


plac'e^and let you folks that are standin/g \:here look f o 
a seat in the courtroom. \ 

You need to give tne clerk a copy or> the 


superseding Information so she can file it. 
MR. Me INERNEY : Certainly. 
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THE COURT: All right, Mr. Hale. I understand 

you wish to mov^f^rward at ^T?ri>s^t ime to enter a plea of 
guilty to Jferfie superseding Inf ornatiaiv| is that correct? 
MR. HALE: Y es , sir. 

THE^EmlRT : All right. I previously asked 


you/some/uestions in the waiver of indsic'tmdnt 

/ill review^ ir\ summary 
fafehidn some of the earlier questions in order to 


proceedings. For the record I wi 


rder 

\ i 


det e rfmine that you are competent to go forward to enter 
thie plea. You told me that you have a law degree? 
i’iR . HALE : Yes, sir. 

THE COURT: I believe you told us/ yoji have not 

recektlV been treated by a physician aj>d or ( 
psych i\t r^ st? 

r. HALE: No, sir. 

THE COURT: You are not under the influence of 

any drug, alcoholic bever; ge or substance that would 
impair your understanding of these proceedings; is that 
correct? • — 

MR. HALE: That’s correct. 


THE COURT: Mr. Coleman, I ask< r ou earlier if 

> 



you thought Mr. Hale was fully competent ta waive 

i \ 

indictment. Is that your opinion also about\going 


i 


forward and entering a plea? 

MR. COLEMAN: That is my opinion. Your Honor. 
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14 



under oath let 
J^e statement 
that could 
perjury or 

Now, if you plead guilty do you understand you 
to waive your right not to incriminate! yourself 



order Vto satisfy myself that you are in fAct/guilty and 
you \ovrld have to acknowledge your guil/t. 
unders\ai^4 that? 

.HALE: Yes, sir. 

THE COURT: All right. Let me ask you a couple 

of questions regarding your representation by Mr 
Coleman. Is Mr. Coleman retained by you or appointed by 
the Court? 

MR. HALE: Retained by me, sir 

THE COURT: Are you fully satisfied with his 


representation? 

MR. HALE: Yes, sir. 


THE COURT: Do you think there is anything he 


should have done that he did not do? 
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MR. HALE: No, sir. 

should 

/ MR. HALE: No, 

: Do you have aity.complkint 

5 make in regard to his serVicesXas your 

COURT: Now while ago I had Independent 

Counsel read the superseding Information and Ii noticed 
taart you were following along with Mr. Coleman. Are you 
familiar with that? 

MR. HALE: Yes, sir. 

^HE COURT: Do you need it^to be reacK^again? 

y. HALE : No, sir 

THE COURT: Now. do you further understand 

under the statute the maximum penalty for the offense 
charged under Count One is not more than f i-ve years ' 
imprisonment and a $250,000 fine or both; "and also under 

n \\ — 

Couinit Two, a five-year imprisonment, $250,000 fine or 



ful 



bo tJh\ 


These charges each carry 


. \\ 

a maximum sent 


ence of 


fivje years' imprisonment, a maximum term of\three years' 
supervised release, maximum fine of the greater of 


$ 2 5i 


0 /O 0 0 , twice the gross gain or twice the gross loss, 


and I a mandatory special assessment of $50 . 00. 
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Therefore, the total maximum sentence of incarceration 
on both counts ^er~~Zen years irT'-p^ison under the 
statute. Jtfb you understand that? 

Yes, sir, I do . 

URT: Now, in addi^bon , any\term of 

would be followed by a term of 'supervised 
all probability would, and \f you were to 
f supervised release you could be 




u 


back to the penitentiary for that. 

Jstand that? 

MR. HALE: Yes, sir. Yes, sir. 

THE COURT: Also you may be orde o make 

restitution . Do you understand that? 
dR.HALE: Yes, sir. 

COURT: And what I ' ] u s t told you, as far -as 

the sentencing, of course, is the maximum sentence under 
the statute. After you have been interviewed by a 
probation officer, th- sentencing guidelines manual 
range will be computed by the probation office according 



>j""^he United States Sentenci 


ng Commis 


guideline 


manual . The information gathered bv the probation 

I ^ — ^ f \ 

office from your interview and other relate'd inquiries 

will influence the calculation of your sentencing 

i j 

guLd^T ine range. 

Now, Mr. Coleman may have explained how the 
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sentencing guidelines operate and he may have given you 
an e s t imate of he thinksT 1 ®^ sentencing guideline 

range vill/6e. However, at this point you need to 
understand, Mr. H a l e , that n e it her your attorney , nor 
Independent £<Junsel, or me, for thals^mattery can tell 
you /exactly what your sentencing guide ii n e rVnge will 
be./ Th^ only guarantee that you have is^ihat your 
sentence will not exceed the statutory maximum and that 

; \ i 

fill follow the sentencina guidelines in 



;enitencing 

Do you understand that? 

MR. HALE: Yes, sir, I do. 

THE COURT: Therefore, if your lawyer or anyone 

else \ia\ attempted to calculate the sentencing guideline 
range, ^yoCv must realize that's onj^an estimate. Your 
actual gu'lsd^line range may be higher or lower than wha-t 
anyone has previously estimated. But what I want you to 
understand, if it turns out that what your sentencing 
nuideline range is is something different than an 
estimate you relied on, that is not going - to be a basis 
for lyou to withdraw your guilty plea. you understand 


ft 


that 


do 




MR. HALE: I understand that. 

THE COURT: Also, do you understand ^that, if I 

accept your guilty plea this morning, that 



immediately thereafter, as Chief Judge of the Eastern 


u 
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District of Arkansas, I will enter an order suspending 
you from pract^ In the f ederaTi^ourt s in the Eastern 
and Western Districts of Arkansas anci^notify the 
discipLinary committee of t^Supromo Co\rt of Arkansas 
of tlve fact fctfat you pled guilty. you Understand 

that/? S' 

/ / MR. HALE: Yes, sir. 

THE COURT: Do you understand all \th4 possible 

consequences of a plea of guilty to the supprseding 
In£ orimation? 

MR. HALE: Yes, sir. 

THE COURT: How do you plead? Gu; or not 


guil 



R.HALE: Guilty. 



COURT: Before I can accept your plea, I- 

need to make certain that your plea is voluntarily made 
and made with the full knowledge of y^ur rights and the 
possible consequences and also that yru are', in fact, 
guilty. I want to review with you the fights you have 
undlr the Constitution and laws of the 
ad not guii 


plea 


i'ted States to 


guilty and go to trial. 



You will be entitled to a speedy and public 

\ 

[n fact , 


ai before a fair and impartial jury. In fact, your 
tr:.a^Ls scheduled to begin Monday. At trial the 
Government would have to confront you with its witnesses 
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and Mr: Coleman would have the right to cross-examine 
those witnesses.^ftt the tr iaTt^ou would be presumed 
innocent such time, it ever, ^the Government 

might establish your guilt by comp nt\vidence beyond 

be entitled 
apel 

at trial 
,t to. Do 


the trial 
time , i f € 

Lish your guilt by 
a rea suable doubt . At the 1 
to c mpul^ory process, subpo< 

:o testify on your 
be forced to test: 

yop understand those rights I have enumerated 
MR. HALE: Yes, sir 




for you? 


THE COURT: On the other hand, Mr./ Hale, if I 

Ll. 


accapt\your guilty plea, there will be no 


I will 


enteA adjudgment of guilty based on thafr plea and later 
after dh^ve studied the Presentenpe^Report ^oin the 
probat ion\o2 f ice , I will determihre — Impose your 
sentence. Do ycu understand that? 

MR. HALE: Yes, sir, I do. 

THE COURT: Now, I must know whether you are 

making the plea because you did commit the-offense 

n \V — 

changed. Let me ask you: Is your plea\dhe result of 

any threat or promise that's been used? 


MR. HALE: No, sir, it isn't. 

THE COURT: Is it the result of any\force, 

eidheTr^ phy sical force or mental force, that's been used 

I 

aqaiinst you? 


U 
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MR. HALE: No, sir 


val 




pendent 

1 the knowledge you have about these taadters? 

MR. HALE: No, sir. 

.HE COURT ; And you still wish to ^plpad guilty? 
MR. HALE: Yes, sir. 

THE COURT: I need to advise you tha/t I’m not 


involved \n plea bargaining in arvy^way and 


J 


not bound 


by any pi^/ agreement between you and the Government, .if 
such has been reached. The power of sentence is vested 
exclusively with the Court. Now, I can allow 
Independent Counsel to dismiss counts, indeed to dismiss 
an indictment, in exchange for a guilty p4rea to the' 
Information; but I cannot accept a guil\^ plea that r s 
based^on any understanding you think you mvight have 

:. \o I want to 


about what sentence you 'are going to get 

ieve whe'rk you 


ask 

in 


you: Did anyone lead you to beli 


you came 


hdre this morning and pled guilty you could count on 


getting a particular sentence from me? 


u 
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MR. HALE: No, sir, they haven't. 
THE C0J1R T1 Has »nyo 
you came io^here and pled gui 
different sentence than if a 
MR.^AT/E: No, sir 

3E COURT: Now I ne 

tha/b any recommendation of se 
ind on the basis o 



pproprrate sentence -- 


be possible for me to impose 

[ 

what i thought was the appropriate sentence 1 uniier the 
law and you could not withdraw your plea just because 


Ain't like what 



I gave you. Do you understand 



. HALE : Yes , sir . 

COURT: Very well. 1 Any questions you wish 

to ask me about anything we have covered so far? 

MR. HALE: No, sir. 

THE COURT: Let me ask Independent-Counsel, 

please, to state the facts that would be- developed at 
triall on the two counts in the superseding Information. 

MR. HARDIN: Would you prefer I do\ it here or at 


the podium. Your Honor? 

THE COURT: Do it at the podium please, Mr. 

H a ri d 

MR. HARDIN: May it please the Court. 
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Your Honor, as to Count One, the evidence would 
show that Mr. H^K^Tas part o'! ancons piracy with others, 
including Mr. Matthews and Mr. Fitzhilg^h, who have been 
indicted' and are sc heduled for trial separately, to 
defraud the SJ37\ of $900,000 . Spec>f^ically\ the evidence 
would shovr that, among other things, th^t* in\ November of 
19QB and March of 1989 Mr. Hale and otheA caused over 
$1 /mil/lion to be temporarily transferred irr\to\Mr. Hale's 


small business investment company, CMS, so that 


could make it appear to the S B A that two th 
present. Number one, that certain, of CMS ' s, 
non*\peVf orming loans had been paid off; anrc. 

aitaljL I 


, /number two. 


that ^MS, had $400,000 in new paid-in-ca^italjL In fact, 
t^he lo^s\had not been paid off an^^t^iere wa^no real 
infusion \^new capital in the CMS7 Mr. Hale and the _ 
others did this so that Mr. Hale could qualify to 
receive $900,000 in funding from the SBA. As a result 
of their fraudulent actions, Mr. Hale's company did in 
fact receive the $900 , 000 in March of 19*89-. 

With respect to Count Two of thV superseding 
Information, the evidence would show thalt^during the 


period of time from 1985 through 1991 Mr. Hale engaged 


a\y 


in a scheme during which he caused his company, CMS, to 
make/fraudulent loans to various individuals and 
entities in order to improperly and illegally benefit 


u 
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himself and various other people. Specifically, the 
evidence vou 
throughout, 
sta 
CMS 



that on numHous occasions 
period Mr. Hale\aused false 

i f t H t o t h e SBA concerning loans 

merous entities. 


Mr. Hale receivedNa’ large portion 

. \ \ . 
isted others m 


loan that he assi 

improperly obtaining from Madison Guaranty payings and 
Lokn and then used those proceeds to obtain financing 
from phe SBA. 

Tnat is what we would anticipate tAx e /evidence 

/ 1 

ave shown if there had been a trial on / these two 

E COURT: Thank you, 

\ Coleman and Mr. Hale. 

Mr. Hale, did ”ou hear what Mr. Hardin said? 
MR. HALE: Yes, sir, I did. 

THE COURT: Do you acknowledge the -truth of 



t hat ? 


MR. HALE: Yes, sir, I do. 


THE COURT: The mon~y you obtained on account 


of this temporary deposit, who was that loan to? 

MR. HALE: I'm sorry? \ 

THE COURT: What happened to the money you 

obtained from the SBA by this plan? 

U 
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Who was 

n ' - t — sacaj our Honor, 

recall that 
COURT: Were any 

an interest in? 

MR. HALE: I don't beli 

THE COURT: Can you recall any of the 

MR. HALE: For that $900,000? 

THE COURT: Yes. 

MR. HALE: I believe there was one /bailed 

Insur^nc'fe Economist; I believe D and M ^Consujfting. I 

just.cart^ t\- - 

THE COURT: Were those entities that you thinJc 




entities 


entities ? 


would qualify as socially or economically disadvantaged 
MR. HALE: Yes, sir, they would. 

THE COURT: ~ understand from some-’ of the 

pleadings and things that have been pre^errted that at 
leasl some of the loans made by your bus\L\ie s s were made 

j \ 

to ent ities that would not -- 
MR. HALE: Yes, sir. 

THE COURT: -- meet the definition of \socially 


and 


at onomically disadvantaged? 

MR. HALE: Yes, sir, that's correct. 
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THE COURT: How did the SBA treat those kinds 



COURT: Did they 

vLit/h .yo/U that some of these e 
money /to didn’t appear to be 

I / 

socially or economically? 



question 
loaning 
advantaged, either 


MR. HALE: On, I believe, two occasions. 

/ / 

lizifes? 

/ J 


THE COURT: What were those entiti 


MR. HALE: I believe it was -- itynight have be 

Castile County Cable, Cable Vision Management and D 



and ^ 'Telecommunications. 

COURT: What did you have to do to satisfy 

them? Did chey make you c*ll the loans or what? 

MR. HALE: No, sir. 

THE COURT: Do you fully understand your 

obligation under the plea agreement to ^operate with 
Mr . 

MR. HALE: Yes, sir, I do. I certainly do. 

^ \ 

THE COURT: Do you understand if you fail to 

give that cooperation to Mr. Fiske the plea ag reement 
could be set aside? I could set aside this plea? 

MR. HALE: Yes, sir, I do. 
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THE COURT: And you would go to trial on the 

ent? 

es, sir. 

COURT: And are you prepar^j to give him 

he needs? 

have been, sir, foK-'- 4nd plan to 

Will that continue inio the future? 
It continues as long as he 
COURT: You already told me no 

J 

you any gift or favor to suppress tih 




inf^rniation that you have; is that correct? 

MR. HALE: Yes, sir. 

CHE COURT: In the event^tiiat happer^, will you 

immediate v J s y> notify Mr. Fiske? 

MR. HALE: Yes, sir. I will. 

THE COURT: You s*ill wish to ^lead guilty? 

MR. HALE: Yes, sir, I do. 

THE COURT: Mr. Coleman, do you* know of any 

reason that Mr. Hale should not plead g llty to the 


sue 


ecseding In 


if ormation? 



MR. COLEMAN: Your Honor, regrettably I do not. 
THE COURT: All right. 

Mr. Hardin, could you just give me a sense, if 
yod /would, of where you feel that the Government is 
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gaining from thia plaa agreement that you would not have 
if you went toJfrrTal Monday on^tke superseding 
indictme 



n&pnTMf rf hjtriffnn* to tr^al -- first of 
t giving up anything te the ^dependent 
tion on the Information that*s\been pled 
ight note, the conspiracy cdunt\ Count One 
eding Information, includes aul h e same 
conduct that is really alleged in the four -- Ln the 
previously pending indictment. We are giving up time. 


pemit 


iu-tlntia 


two irs on two separate false statement/cou 


five 


giving 



ry time. In fact, what we are giving up is 


s on the fourth count. So in/hat sense we are 


otential time that th« 


rourt could 


enter 
i 


the defendant to. But the conduct that is alleged in. 
Count One, the conspiracy, includes all of the conduct 
that is mentioned in other specific three counts that 
are being abandoned. -• 

Secondly, of course, as the Court - knows , Mr. 
Haljel is pleading guilty to a pattern of \conduct from 
19815 \t o 1991 and in return for being al^ bw^d to do that, 
as |far as the recommendation at least of Independent 
Counsel, he has, as the Lourt knows, agreed to ful] 


Lly 


cooperate. And we have, as Mr. Fiske will address, been 
alrfeii 




lady engaged in that for some period of time. 
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think it is a fair statement, that we feel the 
Independent Cou>#€iii giving^tt^^nothing in the course 
of this fl i and, indeed, instead is ^gaining a great 
deal th^ i a man who has ext ensive knowledge in the 
areas, vestigating. 

COURT: All right. Thank" 

Anything you want to add to that\ L Coleman? 



MR. COLEMAN: No, Your 
THE COURT: Well, I 


accept guilty pleas. I have refused to accept) them on 



tamatically 


occasions and this morning, in fact, a pleading was 
fil\d\in this court by a person that live^ iJ Conway 
asking \hat the Court not accept this odilty / plea, 
charging this was all part of a cpvir-up and > 
whitewash^/ 


However, after listening to everything, it 
appears, first of all, thit the conduct alleged in the 
superseding Information fairly represents the total 
conduct involved in this matter. Secondly; I am 
iRinced by what Mr. Hardin tells me t^kt the 

fianVac 


i\ 


investigation into this entire Capital 

I vj 


igenent 


Services, Madison Guaranty, Whitewater affair is 


enhanced by Mr. Hale's cooperation than it would be 


haviiCg him in the status of a defendant trying to defend 


1/ 


hinjself. And on account of that I can find nothing to 
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all I can 



indicate that the plea agreement is part of any device 
to hinder the jjr^est i g a t i ^ n 
see just %Xe opposite. 

bardtn : Your Honor if I might, primarily 

for tyfie reco^T, indicate ♦'hat probably the\record 
doesn’t Reflect clearly that there is a\w‘rit^en plea 
agi^eemelit in this case and that the C' 
understanding is basically also havin 
wrjittien plea agreement that’s been fi 
THE COURT: Yes, I read that 

mornihg. However, Mr. Mclnerney, if you w 
will give you a copy of this information ^ha 
withVhV Court. 

*R. COLEMAN: Your Honor .^Iwould likb* to affirm 

\ i 

on the record, since “the matter has come up, on behalf, 
of Mr. Hale that certainly he is not participating in 
any circumstance of that sort. Indeed, just the 
opposite. -* 

THE COURT: I think Mr. Hale understands if* the 

opposite were true, this plea agr eement^can be set aside 
could end up going to trial on the supersedi 


come up I 
M was filed 


1 
and 


indictment. I think Mr. Hale and I do 
misunderstanding about that. 


\ 

n ' t hive an 


Lng 


All right, Mr. Hale, it will be the finding of 
the I Court in this case that you are fully competent and 
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capable of entering an informed plea and your plea of 

nd volunt^syolea supported by an 
fact con 
lements o_f the 

therefore actfapted d you are 
adj lilty of the offens 

supers ding Information. 

what * s your pleasure riga 
seding indictment? 

MR. FISKE : Well, Your Honor, if it 
practice in this district to dismiss it at/this time, we 
would that . 

THE COURT: All right. I thirrfc the/ actual 

dismiskal\is made by the Governm^jrt with lea 




ding the 


is the 


of Court, 


and in vi of the fact that the plea has been accepted 
I will give you leave of the Court to do that. 

Mr. Leighton, if you will come up just a 

moment? 

All right. Mr. Hale is currently free on his 

p \\ — 

personal recognizance bond. Is there a^ objection to 

him remaining in that status? 


MR. McINERNEY: No, Judge. 

I THE COURT: All right. He* 11 remain in that 

status pending sentencing. Anything further we need to 


deal with? 

u 
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MR. HARDIN: I believe we would like to formally 
eenent with tKV^Qourt 
: COURT: You may do that Give it to the 

ma** t-fraj- cued 1 pen court 
ng further from the ^ , Mr. 
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COLEMAN: No,. Your Honor. 

COURT: I want to ask eve 

md stay in their seat while I 


MR. FISKE: Your Honor, two thi 

res&ecV to the sentencing date, it would h he 


Gover'nm^nt * s request, which I think Mr nan would 


agree 



ith 


that Mr. Hale not be j^ntenced urrfcdl he has 


had an opportunity to fully demonstrate his cooperation 
with the Government. Ard we would be willing, if Your 
Honor wished, to set a date so long as it was understood 
that we would come to Your Honor and ask for further 
extension of that date as circumstances^ warranted at 


that 


n 


time . 


THE COURT: AJ 1 right- Well,^ y hVve found it’s 

normally the case when we get the Presentenae Report and 
! \ 
objections and things such as that, even though we try 


to 

we 


have sentencing within 45 to 60 days, it seems like 
seldom make it. What I will tell you is this: I 
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will not set a sentencing date any sooner than a hundred 
twenty days f r gsK^Coda y * s date^ -^f , as we approach that 
date, that/'Is a problem, let me know\bout it and I will 
take ary her look at it, I certainly un^d rstand what 
you and I'm willing to csopera However, 

I'm/ Lng to let Mr. Hale stay out *|iat might be 

trials and appeals a l things like 




MR. FISKE: Could we ask Your Honor 


d set the 


al sentencing date six months from today} I think 

. | / 

we\are going to need at least that much time, /and then 


we can\ come back to Your Honor if we 
bef oz\e \hat . 

CHE COURT: You don't th>rt1c a hundr 

days is r 


d more time 


twenty 


onable? 

MR. FISKE: If Your Honor wishes a hundred 

twenty days, .we'll take a hundred twenty days. . 

THE COURT: I didn't mean to imply -you thought I 

was being unreasonable. Reasonable for what you have to 

H \\ 

dolget done in your investigation. I don't know. I 

! \ 

will\ be will 


llnq - J\ 

. FISKE: Of course. Your Honor a\^ this point 
soimuch depends on what the result of Mr. Hake's 

cooperation is in terms of whether we would be prepared 

! / 

to jcome before Your Honor in a hundred twenty davs or 

Li 
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not, and I think it probably does make sense, if this is 
what Your Honor^trCTd like, tcr^t^lk about a hundred 
twenty day at this point, so long adit’s clearly 
underst ad that if the result of his cooperation is such 

vat date is 



that we feel 


nec 


n‘u e to cooperate 


i,n /different ways, including perhaps testifying at 
trials/, we would like to be able to ask forytHat 
additional time. 

THE COURT: What I am going to do, I 'ja going to 

set it in the range of a hundred twenty days but I will 

\ \ / / 

promise you I will be flexible and hear you out i.. you 

\ \ / / 

need 'a further extension. That’s happened several tines 

before\ \here’s nothing unusual 

FISKE: The last thiH<3 1 would like to say., 
just so there is no question about the full extent of 
Mr. Hale’s cooperation, what this plea agreement does 
for the Government is it allows us now to investigate 
fully all of the allegations which Mr. Hale has made 
publiicly over the last six months and also to 



ut that. 


ft 


investigate other allegations that he has made to us 




22( during the time that we have been -- he has \been 


. b 


2*3 

24 


cooperating with us. And I can assure the Court that 
thait /investigation is going to be pursued vigorously andi 

I / i 

thoroughly into everything that Mr. Hale has told us. 

u i’ 
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THE COURT: All right. Thank you. 

A n y t h i ngu-^tTr t her ? Thnri 


Col 


you 



2 courtroom for a minute or so before you leave, that 
[ild! be helpful to us. Thank you very much. I We are in 



CERXiLiCAlE 

I, Carolyn S. Fant, Official Court Reporter, 
do hereby that the foregoing is a true and correct 


transcript of proceeding 
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RPTS BLAZE JEWSKI 



The deposition in the above matter was held in Room 714, 
O'Neill House Office Building, commencing at 10:10 a.m. 
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EXAMINATION BY MR. CLARK; 

31 Just sra^eyour name Cor the record. 

My name is Paula Casay. 

Ms. C£S»y, what jeac^gld you graduate Cron law 
1977. 

What law school was that? 

.University oC Arkansas at Fayetteville. \ 

While you were a law student, did yo^ ever have 
President Clinton as a law processor? 

A Yes 

How many courses? 

One. 

Was it a small class or was it, class in 

the number oC students? 

iV I don't recall how many students were m it. It was 
not a seminar-type class. It was just a regular class. 

Q Did you have any other contact with then Processor 
Clinton while you were a law student, either as a mentor Cor 
some independent work or in some other capacity? 





£ I did. 
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do you recall if tha^yas a large lecture-type 
if it was a seminar? 

It was _legal -o-l Inic^jwhich is a t^pe of seminar, 
as that the first time th^t^you hairnet 
tlnton in your life? 

A Yes. 



When you had Mr. Clinton in 


other course, 

was that the first time that you had met him iA yqur life? 

Yes. 

Q Okay. Did you keep in touch with either Mr. Clinton 
or^ Mrs. Clinton after graduation? 

A Not particularly. 

Did you ever ask either one of ^tfiem to write any 
ndation for any position? 

NO. 

Upon graduation, what did you do for employment? 

I was a legal services attorney in Hot Springs, 

Approximately how long did you remain in that 


A 


From May of 1977 until February Pf^l979. 
Were you doing civil or criminal/ work? 
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45 


constitutional revision. We had to have a constitutional 
amendment to do wfrat- w e — w an t & dto do, and Hillary Clinton and 
Donna McLapty cochaired the committefexfor the constitutional 
revis^dn# so it was all part and parcel o^ the same issue. 

Q Is Dorj^McLai ty \*laokii^j4cLarty? 

A yi am sorry, Donna is "MacJc" v XcLarty 'k wife. 

His wife, okay. About how long did that, did you 
' uor\/ on that committee or in connection with\that\ project? 

A A couple years. 

Q And did the relationship with Mrs. Cllintbn and Donna 
MiLarty remain on strictly a professional level over that 
course of time? 

A Yes . / 

Other than this project that you have discussed, 
were 'there any other positions that Govejphor Clinton appointed 
you \p?\ 

A ^ Yes. There is a juvenile advisory group that has a 
different name now, but it is the State board that administers 
Office of Juvenile Justice and Delinquency Prevention funds 
from the Department of Justice. I served on that for a number 
of years. 


Q Was that voluntary or compensated? 

A All of those are voluntary. The\ appointment to the 

^ ) \ 

< 1 Q the advisory group, a ll voluntary. 

Q> And approximately what length of tim^ did you serve 


\ 
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Th<svJi<ir C- SUko* 
RinJy Colemjn 
Coorgr | Brqucttrjf. 



The Lm* Firm of 

Skokos & Coleman 

A PfolekMorul Ahvkumoo 


3200 TCBY Timer 
■425 W» i Opi»<»l Avenue 
Lillie Rock. ArLinMt 72201-3439 


Sept ember 15 , 1993 


Ms. Paula CaSey 
U. s. Post /Office & Courthouse 
600 /West c/apitoi Avenue 
Litjfcle Rgtek, AR 72203 



is letter is written as a follow up to our recent personal 
ph<^ne Conversations regarding the above-captioned matter. / 

Frptcher Jackson of your office has previously told me that 
Mr. \Hale will be indicted on one or more charges on the third 
Tuesday \ of September, being September 21, 1993. Since /first 

becoming\involved in this matter approximately five (5) weeks ago 
and beintj informed of this anticipated event, I haye been 
attempting, to reach some form of negotiated plea with your office 
without\ any success. It has been difficult to find^ place ( to 
surrender^. t rom our first meeting, Fletcher expressed a great 

deal of reluctance to enter into such negotiatiope^and indeed has^ 
related to\me that he would not take the responsibility for making i 
any such rectrun^ndation. I sincerely apprecia te Fle tcherJ-s-honestv^ 
on this matteK/ I told him that I wanted to meet with someone who 
could enter into negotiations and make a decision. As a result of 
Fletcher's position on this matter and with Fletcher's knowledge, 

I met with you last Tuesday, September 7, to discuss the same 
matter. There has been no real movement since our conversation. 

j I^bannot help but sense the reluctance in thC^T^>Attorney ' s 
office td\enter into plea negotiations in this case^\I carinpt help 
but believ^ that this reluctance is borne out of the v potential 
political sensitivity and fallout regarding the information which 
Mr. ^ale could provide to your office, but at the same time it\is 
in format ioif\ which would be of substantial assistance 'in 
investigating^ the banking and borrowing practices of some 
individuals in. the elite political circles of the State of 
Arkansas, past ^^nd\present. I can certainly understand the\ 




Ms. Paula Casey 
September 15, 1993 
Page 2 
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reluctance off anyone locally to engage in these matters', ^political 
realities b^ing what they are. 


Would it not be appropriate at this poinfc^for your office to 
consider terminatrpg"participatio" in this investigation ar\d to 
bring /in an independent prosecutorial staff, are no tv so 

involved with pie history of the personalities and circumstance^ of 
this /case? soch action might serve your office better It wod^Ld 
certainly serve Mr. Hale better because I feel that he 'is being 
prejudiced /by not being afforded opportunities that other 'target's 
of a potential criminal prosecution are afforded in the process of 
plea negotiations. For instance, I have offered an inrormai 
pro ; ffer of Mr. Hale's information for evaluation of its quality and 
content/ but have received absolutely no interest in the process. 

| It J is imperative that I hear from you on this at the earli^e 
opportunity. Once the promised indictment occurs on September 
the opportunities for negotiations substantially diminish in ti 
caie 


Yours truly. 
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WAS FRIENDS WITH INDIVIDUALS WHO WIRE CLCSE WITH PRESIDENT 
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CLINTON. SUBJECT DID NOT ALLEGE WRONGDOING BT PRESIDENT ' 
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CLINTON. '^SUBJECT ALSO KNEW THAT JUDGE DAVID L. HALE. A 

MUNICIPAL COUNT! JUDGE IN LITTLE ROCK , _ ARKANSAS .”"wAS OPERATING 

AN S3I0 IN THS^STATE OF ARKANSAS AND THAT THE SBIC"CCULD BE 


USED TO FUNNEL CASH. DURING THIS SAME TIME PERIOD, 
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urns sccx rzczives^a’ criminal sztsssal ?orm frch thx sba 
ALLEGING THAT CAPITAL MANAGEMENT SERVICES, INC., WHOSE^ 
PRESIDENT AND^ DIRECTOR IS KALE, AND THE CENTRAL AREANSAS N 

COMMUNITY' DEVELOPMENT 

/ 


ENGAGING IN THE 


TRANSFER OF AS SETS/ BETWEEN ASSOCIATES AND THE SALESDF 

/ X \ 

MISCLASSIFIED ASSETS WHICH WERE LATER MISREPRESENTED TO\THZ 

/ / \ 

SBA./ AT THIS TIKE, LITTLE ROOC OPENED CAPTIONED MATTER. 


DURING THE LAST SEVERAL MONTHS, LITTLE ROCE HAS 

S, INC. (CMS), HAS 


/ 

DETERMINED THAT CAPITAL MANAGEMENT SZRV 


BEEN INVOLVED IN MANY SUSPECT TRANSACTIONS . DUE TO A STATUTE 
OF § LIMITATION PROBLEM ON SOME OF THE EARLY TRANSACTIONS , IT 

i 

WAS AG REE D BE THE UNITED STATES ATTORNEY ’ S OFFICE AND THE r=* T 

i 

THAT INVESTIGATION INTO THE EARLY TRANSACTIONS WOULD BE 

\ \ 

COMPLETED AND PRESENTED TO A FEDERAL GRAND JURY FIRST AND THAT 

SUBSEQUENT ALLEGATIONS BE INVESTIGATED A F T ER AN INDICTMENT WAS 
\ \ • ' 
HANDED DCWN. INVESTIGATION BY LITTLZ RCCX HAS BEEN COMPLETED. 

AND CAPTIONED MATTER WILL BE PRESENTED CN SEPTEMBER 21 -n . 

\ ^ x 

199 3 , TO A FEDERAL GRAND JURY CHARGING 
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rTIONED SUBJECTS IN A 


FCUR-CCUNT INDICTMENT WHICH INCLUDES TWO COUNT S CF CONS PIRACY- 
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CSC. section «4Su£>*^ks .jirst indictment involves^ths usi 

or SUNOS THAyiERZLY MSS^VBOUSH SALE'S S8IC. TIffi>UNDS. 
WHICH TOTALED APPROXIMATELY ONE MILLION DOLLARS. WERE NEEDED 
3S KALE TO INCREASE HIS^ERS^ CAPITaT^H^^. WHia ' 




THE SBA LENDING HALS $900,000. 


EVENTUALLY rtSSULl 

/ jr - - - - >s**l&XVC. 

WERE WO LARGS/RUNSACTIONS INVOLVING THE ONE MILLION DOLLARS 
THAT £3EATSD/A PICTURE FOR THE SBA THAT HALS'S SBIC WAS \ 
SOLVENT WHEN, IN FACT, HALE WAS NEAR INSOLVENCY. THE MONTES 
SALS USED/ THROUGH HIS ACCOUNT WERE NEVER HIS FUNDS AND WERE 
FUST USED BY KALE FOR A FEW DAYS TO MAKE HIS SBIC LCCX 
STRONGER! IN THE EYES CF THE SBA. HALE IS REPRESENTED BY RANDY 
C.LSMAN., A LOCAL LITTLE SOCK ATTORNEY. WHO HAS ATTEMPTED TO 
PERSUADE' BOTH THE ASSISTANT U. S. ATTORNEY (AUSA) IN THIS 
MATTER, fu.chsr iacksch. and the new u. S. ATTORNEY (USA, FOR 
the EASTERN DISTRICT OF ARKANSAS. PAULA C. CASEY. THAT HALE '' 
SHOULD ONLY 3E CHARGED WITH A MISDEMEANOR IN THIS MAT-ER / 
COLEMAN ' S^A TTEMPTS AT PERSUADING AUSA PACKSCN AND USA 
KAVI 3EI.V UNSUCCESSFUL 
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~»2.NG TX£ INVESTIGATION IX TSIS MATTES. I7“Z SCC3C 
CONDUCTED A SE^RCH^OT KALE'S SBIC AND SEIZED SEVERA^TILES . A 
REVIEW OF THESE F ILES WHICH WERE OBTAZNTD FROM THE SZARCH\LZD 
LITTLE RCCR TO REQUEST^T^EHAir^iUN U“L w RTS UB £OENAS BE ISSUED 
TO SEVERAL AREA AND/ sf ATE BANKS. LITTLE ROCK ALSO^SHXCXED \ 


TNDICs/ ON RALE/£nD DETERMINED THAT HE WAS PREVIOUSLY 
ASSOCIATED WJTH JAMES MC DOUGAL. FORMER PRESIDENT OF MADISCU 
GUARANTY SAVINGS AND' LOAN. WHICH IS A FAILED INSTITUTION. 



HC DCU< 


icUGAl/l 


/ 


WAS INDICTED IN NOVEMBER OF 1389 3UT WAS THEN 


ACCUIT TED BY A JURY TRIAL IN JUNE GF 1990 ; HOWEVER. THE 

i / 

AFOREMENTIONED BANK RECORDS AND INTERVIEWS THAT WERE CONDUCTED 

FCrItKeLc DOUGAL TRIAL IN 1989 AND 1990 INDICATED A STRONG 

1 1 

CONNECTION 3ETWE2N MC DOUGAL AND HALE AND HIS SBIC. 

: 

INFORMATION WAS OBTAINED REFLECTING AN APPARENT MIS APPLICATION 

' ‘ / 

OF FUNDS FRCM MADISON GUARANTY SAVINGS AND LOAN BY MC DOUGAL . ; 

\ \ / 

WHILE MC DCUGAL WAS PRESIDENT. MADISON MADS A LOAN TO AN / 

\ \ / 
INDIVIDUAL CWHO IS NOW COOPERATING) TO ENABLE HIM TO PURCHASE 
\ \ * 

REAL PROPERTY 'OWNED BY A COMPANY CONTROLLED 3T HALE/ THE LOAN 

\ \ 

EXCEEDED TKE\MCRTCAGZ ON THE PROPERTY BY APPROX I MA7TLT_£D%- 
MAY HAVE EXCSEDED^THE ACTUAL VALUE BY A LIXZ AMOUNT. 
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" "ACT a i 35A-1S- 343-4" ? : JSC—V£ 

t:xrcanAT;CK WAS AiSO'Crvtl.CPSD THAT THE APPSAISXL^JAS DCHE 
AJTSS TKE LCAN^HAD ALHEADT 9E5N FUNDED. HALE'S COMPANY ^PAID 
OFT THE MORTGAGE ON THE PROPERTY AND LOANED THE HZMAlNINGv, 

PROCEEDS OF'' 


FUNDS TO HALS AND A CLOSER 3 CCTATSTCt SAlsi 


/ 


A CERTIFICATE CP DEPOSIT IN THE^NAHE CP 

v IN AT 


BOTH LOANS PURCHASE 

KALE'S' WIFE. ^HIS CERTIFICATE OP DEPOSIT WAS LIQUIDAT 
LEAST POUR TRANSFERS. ONE CP THE TRANSFERS WAS A S300,000 N 
LCAn/ TO SUSAN MC DCUGAL. DOING 3USINESS AS MASTER MARKETING. 
SUSAN MC .DOUGAL IS’ THE WIPE CP JAMES MC DCUGAL AND IS ALSO A \ 

I / \ 

STOCKHOLDER AT MADISON. CN AUGUST 20, 299 3 , LITTLE ROCK \ 

OPENED UP A FINANCIAL INSTITUTION FRAUD CASE AGAINST MC DCUGAL ) 


AND' HALE ALLEGING THEY VIOLATED TITLE 18, CSC. SECTIONS 657 

\ i ; 

AND '2. \ 

\ ON ^SEPTEMBER 27, 1993, LITTLE RCCK RECEIVED INFCRMA7ICN / 

\ \ / 

THAT ."NEW TCRK TIMES" REPORTER JEFF GZRTK WAS IN LITTLE RCCK / 

\ \ 

AND HAD A FIVE-HCUR MEETING WITH COLEMAN AND KALE. CERTK / 

' \ / 

WUCTE SEVERAL ARTICLES IN MARCH OF 1992 ABOUT THEN-GOVERNOR 

\ \ 

CLINTON'S 'INVOLVEMENT WITH MC DOUGAL IN A JOINT R 

\ \ 

VENTURE IN THE COARRS. AFTER THEIR MEETING. CZ RTH ATT EMECSD- 
TO GET COMMENT S s/ FRGM THE SPECIAL AGENT IN CHARGE, LITTLE RCCX 


HALVES TATE 
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. icA-L?.-3434T-. UNCLAS 

division. and the unhid states at: 


PAULA J. CASEY 


VH 0 


\ 


BOTH DECLINED TO COMMENT. DURING GERTH ' S CONVERSATION WITH 

SPECIAL AGENT IN CHARGE (SAC) ROBERT H. SA7KCWSXI , HE TOLD THE 

/ \ 

SAC THE FOLLOWING: CERTH ADVIS ED THAT IN H IS MEETING WITH \ 

HALE THEY/ WERE AIXECTN^-THAT EVEN THOUGH THE ASSISTANT 
UNITED STATES ATTORNEY IN THIS CASE MAY 3E TRUTHFUL , 

UNITED /STATES ATTORNEY IN THIS MATTER WAS A POLITICAL 

/ / 

APPOINTEE. ACCORDING TO GERTH, HALS IS PREPARED TO FURNISH 

INFORMATION ABOUT SENSITIVE MATTERS POSSIBLY INVOLVING THE 

/ 

CLINTON ADMINISTRATION. GERTH ALLUDED THAT THIS WAS WHY THE 

I / 

UNITED STATES ATTORNEY CASEY WOULD NOT I2AL WITH COLEMAN WHEN 
HE WAS ATTEMPTING TO WORK CUT A SUITABLE DEAL FOR HIS CLIENT. 
GERTH ADDED THAT HALE HAD INFORMATION THAT A $300,000 LOAN TO 
MASTERS MARKETING , INC., WAS THEN FUNNEL ED RACE IN THE FORM OF 
CASHIER'S CHECK TO WHITE WATER DEVELOPMENT TO HELP PAY CN 
SEVERAL OBLIGATIONS. WHITS WATER DEVELOPMENT WAS A REAL 

ESTATE JOINT, VENTURE THAT PRESIDENT CLINTON AND HIS WIFE, / 

\ \ / 

HILLARY RCDHAH^CLINTON , WERE INVOLVED WITH IN 1978 VHipT DID 

LOSE MONEY. \LITTLZ ROCK CANNOT CONFIRM KALE'S ASSERTION ABOUT 
THE $300,000 BUT CAN DESCRIBE BRIEFLY THE FLOW CP 

\y 


\ 
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THIS MATTER. GN MARCH^Il, 1986 , MADISON GUARANTY-. SAVINGS AND 


II AN AS SCCI ATI CN y LOANED HALS, WHO WAS DOING BUSINESS AS 

/ \ 

DARDANELLE DEVELOPMENT CORPORATION. $300 , COO . ON APRIL 3\ 

/ \ 

1986 , HALS 0 THROUGH KIS SBIC^-LOANES-SUSAN-MQDOUGAL , WHO WASv 


/ 

DOING BUSINESS AS MASTERS MARKETING, INC., S 3 0 0 , 0 0CT>\ SUSAN 


MC DCUGAL IS THE /WIFE OF JAMES KC DCUGAL, AND SHE ALSO USED 

/ / \ 

HER STOCK IN MADISON GUARANTY SAVINGS AND LOAN AS COLLATERALS 

/ / 

PCR THE S30a',000 LOAN.' RECORDS INDICATE THAT THE LOAN 

! 

PROCEEDS WERE THEN DEPOSITED INTO JAMES AND SUSAN MC DCUGAL *S 
PERSONAL 3ANX ACCOUNT. FROM RECORDS OBTAINED THROUGH THE 

RESOLUTION TRUST CORPORATION IN A PREVIOUS REFERRAL, IT 

! ; 

APPEARS THE LOAN PROCEEDS WERE DIVIDED INTO TWO CHECKS. CNE 
IN THE AMOUNT OF $111,500, AND THE OTHER IN THE AMOUNT Or 
$111,439.79. 

AT THIS TIMS. LITTLE ROCK'S ONLY DEFINITIVE CASE IS CN 

HALE. MATTHEWS, AND 7IT2HUCH IN THE SBA HATTER AND A 

MISAPPLICATION COUNT CN MC DOUGAL AND HALE IN THE 29 MATTER. 

\ X 

.ITTLE RCCR^HAS NC EVIDENCE AT THIS TIHE TO SUGGEST THAT 

RESIDENT CLINTCN\ CR HT! 

ANY ILLEGAL ACTIVITIES . 


PRESIDENT CLINTCN\ CR HILLARY RODHAM CLINTON VERS INVOLVES IN 
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* PACE 5 »' 34A-CE- : 454 T - UNCLAS 


17 is the belief, cr little ro ck that hale, though his 

/ \ 

attorney, is attempting to pressure the united states\ 

X \ 

ATTORNEY'S OPTICS IN THE PENDING HATTER AGAINST HALE. HALE 

HAS KNOWN / ABOUT THE PENDIN^INDISTMENT-FOR-M^NY WEEKS, AND ^ AS 


PREVIOUSLY STATED, KB^Z S TRYING TO OBTAIN THE BEST" 

HE CAN/FOR HIMSELF. HALE WAS LOOKING AT NEXT WEEK’S 

/ / 

INDICTMENT, WHICH WILL BE FOLLOWED BY ANOTHER INDICTMENT 


THAT 



INVOLVING ADDITIONAL SBA VIOLATIONS. THE MISAPPLICATION CF 

/ / 

FUNDS CASE IS ALSO ON THE HORIZON FOR HALE AND MC OCUCAL. 

| LITTLE ROCK HAS SUBPOENAED THE RESOLUTION TRUST 
CORPORATION (RTC) IN KANSAS CITY FOR THE RECORDS CF MADISON 

i ! 

GUARANTY SAVINGS AND LOAN. BUT TO DATE, HAS BEEN UNABLE TO 


I 


1 


OBTAIN THESE RECORDS. DURING THE PAST SEVERAL MONTHS. 

1 

LITTLE R0C2C HAS HAD SEVERAL CONVERSATIONS WITH RTC OFFICIALS 

WHO STATED THAT CRIMINAL REFERRAL FORMS ARE FORTHCOMING AND 

■ \ 

THAT ALL MADISON GUARANTY SAVINGS AND LOAN RECORDS WILL BE 

\ \ 

MADS AVAILABLE TO THE FBI; HOWEVER. TO DATS. IT APPEARS “HA" 

\ \ x r ‘ 

TEE RTC DOES NOT WISH TO RELEASE THESE DOCUMENTS TO^PHZ F3I. 
BT \ \ 
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Director concerning the activities of David L. Hale, his associates and related companies. 
According to the teletype, on August 20, 1993, FBI little Rock, based on previous 
investigation, opened up a Financial Institution Fraud investigation against David L- Hale 
and James McDougal, former president of Madison Guaranty Savings &. Loan. This 
investigation is predicated on information that while McDougal was president of Madison 
Guaranty, the S&L made a loan to an individual (now cooperating) to purchase realty 
owned by a company controlled by David L Hale. After paying off the mongage, Hale's 
company loaned the remainder of the funds to Hale and an associate. These loans were 
combined to purchase a certificate of deposit in the name of Hale's wife. The CD was then 
liquidated in four transfen. One of these transfers was in the form of a 5300,000 loan to 
the wife of James^McDougai, Susan McDougal, dba Master Marketing, hjrs. McDougal is 
also a stockholder o TMadison Guaran t y : “ \ 

I also understand from the teletype that on September 17, 1993, New York Times 
reporter Jeff Gertir contncted Rnrlr 9A C Rnh-rr M ^.arrmwlri r .^ rth mid tfeftfr hc had 
interviewed Hale' and his lawyer Randy Coleman for five hours. Gerth asserted that Hale 
is prepared to furnish information about sensitive matters possibly involving the Clinton 
administraDon:, 'Hale had information that a S300.000 loan to Masters Marketing, Inc. was 


' H K I. 0 


SENSITIVE 
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funneled in the form of a^cashier's check back to White Water Development to help pay off 
several obligations, Tb^rclcrype describes White Water Deve|opmem as a^eal estate joint 
venture that President Clinton and Jiis-wricrHilAfy RoritramJ^hmon were in\lved in 1978 
which did lose money'. 

The teletype then^d escribed the flow of funds in 'this matter'Xpresumably the 
matter Gerth stated tKat Hale told him about. On March 11, 1986, Madison Guaranty 
loaned Hale, dba Da/danclle Development Corporation, 5300,000. On April Y 1986, Hale 
through his Small Business Investment Corporation loaned Susan McDougal, dba Masters 
MajVcung, lac., S300.000. Susan McDougal used her stock in Madison Guaranty as 
collateral for !the loan. The -loan proceeds were deposited into the personal bank account 
of James andj Susan McDougal. The records indicate that the loan proceeds were divided 
into two checks, one for 5111,500, and the other for 5122,459.79. The teletype does not 
state the subsequent history of the checks. j / 

As I told Assistant Director Larry Potts yesterday, over the past weekend,. a high 
ranking official \of the Department of Justice was contacted by an individual who wants 
confidentiality oNdendty. This individual who apparently has had contact with either David 
Hale or someone\:lose to Hale, told the Departmental official that HaJLer / has information 
about President Climonand Governor Jim Guy Tucker of Arkansas^iarring from 1986. This 
information relates lO'Maclison Guaranty S&L- Through his attorney Randy Coleman; Hale 
has offered to provide this information to the government in reuu-n foi eitliu immunity or 
a plea to a misdemeanor to dispose of his legal problems with the United States. The 
United States Attorney has counteroffered with a felony plea to one count. To date neither 
Coleman nor Hale has provided any information to the United States Attorney. The 
individual told the Departmental official that Hale's information about President Clinton was 
unrelated to the fraud on the Small Business Administration for which Hale is likely to be 
indicted this week. 


The individual gave the Departmental official some details of what the individual 
believes Halefsl story to be. Madison Guaranty S &. L made loan^So Whitewater 
Development fcbrp., a financial venture in which Bill Clinton, Jim Tucker) and others had 
an interest. By ^986 the mongage was not being paid and Jim McDougal! was concerned 
about an upcdminft jiudit. Jim McDougal called David Hale \n a meetin g 3t fycDaugal's 
office. This call may have been through Hale's brother. Hale went to the meeting in the 
car of a local sheriff. 

i . \ 

When HaJe^ gut tu the office, McDOuga rantJ BUT Clinton werd there and encouraged 
Hale to provide; funds to Madison Guaranty, prior to the audit, to bring the Whitewater 
loans acceptably up to date. Thereafter Hale, through his Small Business Investment 
Corporation, jent 5300,000 to Susan McDougal, dba Madison Marketmg. Hale, Jim 
McDougal ancTBUl Clinton discussed that Madison Marketing was considered a minority 
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business because of us female ownership and tnus an appropriate subjebvfor an SBIC loan 
Susan McDougal deposrted the 5300,000 loan cneck and then two S150,000\ashier'$ checks 
were issued. The individual did not siaig^w ha: jcn c^mh the cashier's checks. 

The individual also sizicd^haiHzle. or Coicman made a vjjgbe allegation that in 
relation to the arfo^e transaction, Hale had prepared a misleading document for bis files Yj j 
That documentor a subsequent document preparec ;c replace it, containedsome mention 
of Bill Clinton. /This documentation was seized by the F3I. However, Coieman\laimed thai ■■ 
when he went over the inventory of the seizure, there was no reference to this\jocumcnt. J 

I / . ' \ \ 

The Departmental official has told me that he believes the individual who aontacied 
him is reliable, 1 However, the official has no knowledge of whether theie is, in fact, any truth 
to the story related by the individual, nor does he know how the individual learned the 
information related to tne official. I j 

\ '' I / 

It is apparent to me that there are similarities in the teletype's description of the case 
opened by F3I Little Rock on August 20, 1993; the allegations Jeff Gerth attributed to 
David Hale in his September 17, 1993, conversation with SAC Satowski; the teletype's 
description of the ''flow of funds found on page eight of the teletype; and the story the 
individuaJ relayed to\the v Depagmental official. All incidents involve acclaim that Hale, or 
an entity controlled tv\Hak, lent 5300,000 to Susan McDougai^jaran entity controlled by 

her. However, there are. significant differences in the stories as well These induc e the 

identity of the company from which Hale obtained the 5300,000, and the name of the 
company controlled by Susan McDougal which received the $300,000. Only Gerth 's version 
of the story states what was done with the proceeds of the 5300,000 to Susan McDougal 
after it was converted into cashier's checks. Indeed it is not even certain that ail of these 
stones refer to the same transactions. 


It is my understanding thai on September 20, 1993, the United States Attorney's 
office, by lener from AUSA Michael Johnson to Randy Coleman, again juade clear the 
government's inTbrest in receiving any proffer in this matter from either Cdl^man or Hale. 

1 abo understand that as of this date Coleman has refused to give a proffer, although 
discussions are continuing. Unul such time as we can get more detaib on this matter from 
Hale or his lawycc^ J think it would be prudent for the FBI to do ad ditional logical 
investigation, including a review of documentary evidence already in the possession of the 
FBI to see whan corroboration there is of the story related by Gerth or the story related by 
the individual to the Departmental official. Renewed efforts should be made to obtain the 
documents in the po ss e ss i on of th e- fl^oiuiic.i Tmsi Cuipuiatiuin — In this regard, the 
Criminal Division's fraud section may be able to assist you. Finally, consideration should be 
given to reviewing any source information which may shed some light on the factual 
assertions contained :n 'he :rans3c*.icp.s related above. 1 appreciate that any investigation 
tn tms matter must be dene after due consideration io their effect on existing investigative 
efforts. Please coordinate tnose efforts with me Unued Stales Attorney’s office m Lmlc 
Rock, and the Criminal vision 


\ f M \ i 
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L^iU* .let. vvawk "i.’i 



!}andy Col'eman 
Attorney at Law 
0200 TCBY Tower/ 

M2 5 W/ Capitol Ave. 

' Littl4 Rock, AR 72201-3439 


Dear Randy: 


j Earlier today I phoned you and requested that you provide a 
proffer of any information your client wished to bring to our 
attention. You have responded by letter dated this date in which 
youi indicated that you did not believe we will achieve anything, 
further in plea negotiations. As you acknowledged, your letter j 
was: in response to our earlier phone conversation. / / 

\ / / 
y \ Cur position is as we have stated to you before, that /is , /ve 
are fully interested in all information your client has t<y offer. 
Because of his significant involvement in criminal activity, it 
is unacceptable to us to grant him immunity. We are willing to 
provide ycur client with a motion authorizing reduction' of / 
sentence fer substantial assistance upon his plea of ^guilty to a 
felo'ny charge of fraud and his providing the substantial . I 

assistance. Of course to date your client has offered no \ 

tangible information on which any such arrangement could yet be^ 
made. My understanding of your letter is tfiat he chooses not to 
do so at this time. I ^ 


We see no reason not to proceed with the presentation of our 
case to the grand jury and our other normal process of handling 
grand jury matters. Should the grand jury decide to indict your 
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U.S. Department of Justice 


_ United States Attorney 
Eastern District of Arkansas 



Pott Office Box 1229 
Little Rock. Arkentet 72203 


cal Press Representatives 


FM: p aula J. Casey'* U.S. Attorney, Eastern Dri'S^rict of Arkansas 

iited States vs, David Hale, Eugene Fitzhugh, and Charles 
Matthew^r \ \ 

PRESS. RELEASE 

United States Attorney, Paula Casey, announced toda^ x that\a 
federal/ grand jury has returned a four count indictment ^gain^t 
I avid Hale, Eugene Fitzhugh, and Charles Matthews. 

he Indictment charges Hale in all four counts - two counts ot 
conspiracy and two count of making a false statement to influence 
the Small Business Administration. 


'iuge 


Charles Matthews is charged in both conspiracy counts 
e Fitzhugh in one. 


and 


The first conspiracy alleges that all three defendants agreed 
go engage in a scheme to defraud the S8A by funneling $800,000.00 
through a series of transactions to Capital-Management Services', 
lhc.,\a Small Business Investment Company licensed by the SflA 
Capital-Management Services, Inc., was principally owned by Hal/e. 
The, $800,000.00 was then used as a basis for an additional 
$900,000.00 from the SBA. The $800,000.00 was then returned to its 
source by another sham transaction. _ / . / 

The Second*, conspiracy, involving Hal’e an^/Matthevs , was 
similar'.. lib; involved $275,000.00 that was misrepresented' to be the 
repayment of^oans to Capital-Management Services, Inc. Aft er the] 
alleged repayment of the loans was used LtOA-heip^-sertJTe Efie 
$900 , OOO/OO ^rom* thei SBA, it was -funneled back to its source. 


The two counts of conspiracy carry a. maximum prison term of 
not more than 5 years, a fine of not more than $250,000.00, or 
both. The remaining two counts of false statements, carry a 
maximum prison term of not more than 2 years, a fine of not more 
than $250,000.00, or both. 


The indictment was a result of a Small Business Administration 
fraud investigation done by the Little Rock office of th$ Federal 
Bureau of Investigation. \ 
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RICK ^ 

STEVE IRONS^I^T^DVISED THAT THE FOJ^IN L R RETURNED AN 
INDICTMENT AGAINST THREE SUBJECTS ON ALL FOURvCOUNTS. LR 

WILL ARREST THE IXDIVIDUALS THIS P.M. 

/ __ 

ADDITIONAL INFORMATIO N RgCIF /EEUFROM IRONS IS THAT THE 
USA IN LR IS RECEIVING /PRESSURE FROM DOJ TcTrEQUSE HERSELF FROM 
THIS MATTER./ IRONS INDICATES THAT THE USA IS GOOD FRIENDS WITH 
THE GOVERNOR OF ARKANSAS AND HIS STAFF. IN ADDITION^ ONE 'OF THE 
SUBJECTS , SETH WARD , IS THE BOYFRIEND OF THE USA ' S BEST FRIEND 
AND FREQUENT HOUSE GUEST. TO DATE THE USA IS NOT RECUSING \ 
HERSELF. /THE /USA ASKED ' IRONS HOW SERIOUS THE MATTER WAS AGAINST 
THESE INDIVIDUALS. IRONS ADVISED HER THAT THE INDIVIDUALS IN 
QUESTION WILL/ BE EITHER SUBJECTS OR MATERIAL WITNESSES. THEY DO 
NOT KNOW WHICH ONE THEY WILL BE AT THIS TIME. THE USA HAS | 
INDICATED THAT SHE WOULD NOT BE ABLE TO HANDLE A CASE AGAINST 
THESE INDIVIDUALS WHICH WOULD MEAN SPLITTING THE PROSECUTION OR 
TURNING THE CASE OVER TO DOJ. IRONS IS OF THE OPINION THAT | 
SPLITTING; THE CASE WOULD NOT BE BENEFICIAL. IF THIS IS A -PROBL™ 
HE THINKS 1 1T \ WOULD BE BETTER TO HAVE DOJ HANDLE THE CASE./ / * 
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Memorandum 



tuck as w. anderson 

STAX* 

fag - sax 

/OO: LITTLE ROC* 


| On 9/24/33, A meeting was held to diacuss captioned 
matter, atjthe United States Attorney's Office (USAO) , Eastern 
District of Arkansas (EDAR) . Present from the USAO were/ United 
States Attorney (USA) PAULA CASEY, Assistant United States/ 
Attorney f'AUSA) MICHAEL JOHNSON. Chief of the Criminal Section, 
and AUSA FLETCSER JACRSCN. Present from the Bureau were ASAC 
WHITEHEAD. SA REIGN, FA HALL, and writer. 


Vi 


'The. meeting waa held to accomplish two objectives. The 
USA wanted N to determine if she would have to recciae herself from 
the matter due 'to har close friendship wither* QUY TUCKER'S. SETH 

Bureau wanted to voice its J 


WARD, end STEPHEN SMITH. The 


objection to tie/menner in which AUSA JACKsow we a limiting its 
investigative efforts, conducting inveatigetion on hie own, end 
to press for ell documents of Madison Guaranty Savings and Loan 
(MGSLJ to be obtained from the Resolution Trust Corporation 
(RTC) . 


After hearing the estimation of both writer and AUSA 
JACKSON on the involvement of TUCXER, WARD, ar.d SMITH, USA CASEY 
advised she would have to recuse herself end only had to decide 
the best time to do so. She referenced claims made by subject 
DAVID KALE in sedia outlets that she was being unfair due to her 
political or other affiliations, while she resented \tho*e 
accusations and realized recusing herself might be misinterpreted 
by some as giving merit to HALS' s accusations, CASEYl fblt she 
must r.ot hear any details concerning the above individuals. 

Howe var, sK^~~ sjw no iaim ed ia fe- n ee d to ’ publicly " a d v ise of^ her 
recusal and prtferrsd to wait until a mors opportune time from a 
public [relations standpoint. AUSA JOHNSON also discussed\the 
possibility ths Department of Justice would take all or part of 
the case due -to-the ..mention of BILL^CLINTQN by- HALS-. > 

i ' 

j ■ 

SDI/sdi • 
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it 


Writer recouiiwd'' - paet experiences with the R7C which 
laid him to plica vary little truat in it* ability ind 
motivation, -especially in captioned matter. He^elao pressed for 
support for obtaining all MGSL documents, beginni)jg^ with the 
microfilm and/aicrof iche . Due to the promise RTC made to AUSA 
JACX50N to provide its M0SL--«4erT*i--by_4A 30/93, the VS AO felt 
was desirable to waijL-uhtil at lssst then^tc^decide whether to 
force the/issue of^compliance of a grand jurybubpoena for the 
riln/ficb'e. Thet/idvantagea of having all of * ne recordiX^wae 
reviewed'' with the USAO, and the preeent prrb’imi being caused by 
AUSA JACTCSON limiting what wae taken in the aearch warrint\ it 
KALS's bueiness were noted es an example of a disadvantage- The 
poor job AUSA JACXSCN was doing of drifting subpoenas ir.d keeping 
s record of his own Investigative efforts was also mentioned, as 
well as his failure to keep the case agent adequately informed of 
the results of that investigation. 


(After those items had been covered, USA CASEY excused 
herself to tllcv SA REIGN, FA HALL, and AUSA JACXSCN brief him on 
the specifics of the MCSL matter and possible involvement of 


TUCXER ,\ WARD, 


themaelves V f rcm the meeting. 



SMITH. ASAC WHITEHEAD and writer also/ excused 




980 


10/ 5. S3 ERI EFIC DIRECTOR ON CASE. FART CF FCS BRIEFING. 

VERINDER, DORCH, WADE, DIR£CT£R^--BUCKNAM , RON DICK, OENNIS LORHEL 
PRESENT. DIRECTOR INDICATE6HE WANTEDlJ^A^ip RECUSE. 


RON DICK - CONTACTED DONAHUE AT RTC - INVESTIGATIONS AND ADVISED 
REFERRAL WOULD BE' READY BY 10/15/93. PASSED INFORMATION ONTO 
IRONS. IRONS SAID HE HAD SPOKEN TO RTC INVESTIGATOR\ SHE HAD A 
CHANGE IN ATTITUDE AND MORE-COOPERATIVE^ — ORONS WILL KI^EP TICKLER 
WHEfTRECEIVE. 
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US. Department of Justice 

United States Attorney 
Eastern District of Arkansas 


Dear Ms. Lewirf: 



Ms. L. Jean 
Criminal Investigator 
Resolution Trust Corporation 
4900 Main/ Street, Suite 200 
Kansas City , MO 64112 


/7236 Madison Guaranty Savings and Loan 
Criminal Referral Number C0004 


i 


I am writing at the request of the Office of Legal/ Counsel, 
Executive Office for U.S. Attorneys of the U.S. Department of 
Justice to let\yoo know the status of this referral. 



As you 'tooy, this referral was reviewed by^ the criminal 
Division of the t\S. Department of Justice atthe request 'hf the 
previous Unitedy Spates Attorney for the rEaste m District of 
Arkansas. The matter was concluded before I ’-bey an -working in” this 
office, and I was unaware that you had not been told until I was 
contacted by the .Office of Legal Counsel. After receiving the call 
from Legal Counsel I reviewed the referral, and I concur with the 
opinion of the Department attorneys that there is insufficient 
information in the referral to sustain many of the allegations made 
by the investigators or to warrant the initiation of a criminal 
investigation. 

Although I am declining to take further substantive action on 
this referral, my decision does not foreclose future\ptosecutions 
about the matters covered by the referral or related matters in the 
event that Wy office and the FBI are given access to Records or 
information Vindicating that prosecutable cases can be made. 


Sincerely, 


i C y. 0 

PAULA J. CASEY ^ 
United States Attorney 


DebraUfestbrook 
Office of Legal Counsel 
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MEMORANDUM 


SUBJECT : 



DATE: OCT 2 8 1993 

DEPARTMENT OF JUSTli URGENT REPORT 



DESIGNATING UNIT : 


\ 

SECURITY CLASSIFICATION : 

' 

CLARIFICATION & FOLLOW-UP : 




Philip B. Heyraann 
Deputy Attorney General 

John C. Keeney (.B^ned) John C Keeney 
Acting Assistant Attorney General 
Criminal Division \ 


Fraud Section 
Criminal Division 
Gerald E. McDowell, Chief 
Tel. 514-7023 

Unclassified - Sensitive 


John C. Keeney / / 

Acting Assistant Attorney , General 
Criminal Division 
Tel. 514-2621 \ 

FBI report of status of the 

Little Rock, Arkansas based 
investigation into various 
activities of David Hale, a 
municipal judge and owner of 
Capital Managemerit^ei?vJ.ces, Inc. 



SYNOPSIS : 

The Fede«j\Bureau of Investigation recently reported to\the 
Criminal Divis'ign^the status of the Little Rock, Arkansas based 
investigation inbq vaxious activities of David Hale, a municipal 
court judge and owribr of\Capital Management Services, Inc., a small 
business investment 'bomp^ny (SBIC) . Hale was indicted September 
23, 1993, for conspiracy and, making false statements to the Small 
Business Administration (^Apijr^ order to obtain matching/funds for 
his SBIC. Additional questionable activities of Hale'' are under 
investigation by the Little N Rock o'SCice of the FBI^and the U,S. 


Attorney forjthe Eastern District of Ark 

Included in the invest igatiotv. are allegations of/ Hale, 
published in 'the Arkansas Democrat - Gazette September^! ", 1993, 
that in^the mid-1980s James McDougal, then of Ma diTson Guaranty 
Savings afrd^Loa<i Association (Madison Guaranty) , and President 
Clinton askedTtal^ to lend 5300,000 from Capital Management 


GAC 001*5 


002204 
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Services, Inc. to Masters Marketing, a corporation owned by Mrs. 
McDougal. The money allegedly was earmarked for projects in 
Pulaski County, Arkansas w as—c r s e d — fcigWhitewa ter Development 

Co., of which Mrs. MpDougal , President Clinton and Mrs. Clinton 
were partners. ^The newspaper article furth^r^reported that 
according to Mrs. McDougal made no payments on^ber loan from 

Capital Management Services, Inc. There is no allegation in the 
article of wrongdoing by P resident or M rs. Clinton, but Hale's 
allegations indicate tbat'Tie may have defirarud^ his own 'SBIC or 
trtfns to the S8A about the tru^^urpose \>f 


made raisjre^ 
loan made to Mrsv^McDougal . 


presenter 

rn Mrc./Mrl 


s/milar/allegations have been reported by New York Times 
reporter Jeff Gerth to the Department and to the Special 
Charge of /he Little Rock office of the FBI. 



the 


\ 


! 


Agent in 


Hale/has been uncooperative. Given an opportunity to provide 
information, he refused, stating that he would do so only if given 
full immunity. 

Additional transactions involving James McDougal, Arkansas 
Governor Jim Guy Tucker, Mrs. McDougal, who is a stockholder of 
Madison Guaranty, and Seth Ward, an employee of Madison Real, Estate 
Company, also are under investigation. These transactions are 
alleged\to \involve the use of Hale's SBIC and Madison Guaranty to 
defraud the SBA as well as the savings institution. 


All 



these allegations are being vigorous!. 
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i 


Vruicd Suits Attorney 

tils 1£T7\ DLtTjZ ctf\</Xan.wj 




Hr. Phillip B. Heymann 
Deputy Attorney General 
U.S. Dept 1 , of Justice 
Main Justice Building 
Washington, D.C. 20530 

i 

United States of America v 

\ 

Dear Hr.Xfleymann: 

\ \ 

The Eastern District of Arkansas is investigating natters 
pertaining x to\David Hale and a development company 'vhich he 
operated. Irtdidtments vere returned by a grand ^Mry 4n 
alleging fraudulent conduct on the part of Mr. Hale and tvo 
codefendants. Mr. Hale claims to have information implicating 
other people ia fraudulent activities vhich are not related to the 
matters in the September indictment. There has been a great deal 
of speculation in the press concerning Hr. Hale's allegations. 

I an confident that I and my staff are capable of 
investigating and prosecuting these matters competently and 
dispassionately. Whether ay participation and the participation of 
my staff raises questions of the appearance of Impropriety is a 
different question. 

I I am, therefore, asking that you approve my request to recuse 

me and! all menbers of my staff from further investigation and 
prosecntrot L of matters pertai ning m Capital Management Services, 
Inc. and Hadicon Guaranty Savings and Loan. \ 

j ^Sincerely, \ 


PAULA J. CASEY 0 
United States Attorney 


PC/lc 


GEM 00 0 74 1-7 


nos Mh 



of ^fifeikz 



FOR IMMEDIATE RELEASE 
TUESDAY, /NOVEMBER 9, 1993' 


/ /novem: 

/ / 



CRM 

(2Cto) 616-2771 
TDD (2020 514-1888 

\ \ 

SENIOR JUSTICE .DEPARTMENT LAWYER NAMED TO HEAP INVESTIGATION INTO 

ARKANSAS SfL 


WASHINGTON, D.C, — Acting Assistant Attorney General/ John 
C. Keeney today said the Justice Department's Criminal Division 
will take charge of the prosecution of former Judge David Hale 
and investigation into matters concerning Capital Management 
Services, Vine. , and the now defunct Madison Guaranty Savings and 
Loan. V ^ ' 

The Criminal Division took over the invest iga€ion after the 
U.S. Attorney\in\Li ttle Rock, Paula Casey, iotofmed the Justice 
Department lasb^veek that she and her stafffnad recused j 
themselves because-'of their familiarity with some ot the parties 
and the need to ensure that there be no misperceptions about the 
impartiality of the investigation. 

Keeney said the investigation will be headed by Donald 3. * 
Mackay, a veteran senior trial attorney in the Fraud Section who 
arrived in Little Rock today. He will be assisted by two other 
staff lawyers from the Fraud Section. 
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CAPITA 1 MANAGEMENT SERVICES, INC. 
LITTLE F.GCX ,. ARKANSAS 
License No. 06/06-5207 
May 19, 1993 


SUMMARY: 

o Non-casn assets vere contributed to CMS as a capital 
contribution that were represented to be free and clear 
of liens and encumbrances. It is questionable as to 
whether this representation was correct. CMS attempted 
to obtain leverage from S3A based on this increase in 
capital . 

o Licensee transferred certain assets to an associate in 
exchange fcr stock which was represented to be non- 
restricted stock listed on NASDAQ. The stock is 
restricted and net listed or. NASDAQ. The value of this 
stock is questionable. 

o We have attempted to cctai.n the source of the- donated 
assets without success. Therefore, the matter has been 
referred to the Inspector General fcr investigation. 

o CMS did net make interest payments on two debentures. 
The Investment Division is scheduling a pre- liquidation 
meeting fcr May II at 10:00. 


BACKGROUND: 

c CMS is a Specialized Sol C that was licensed on 3/14/79 
and it has SI. 4 million in private capital and S3. 4 
million m 52A leverage. 

c In June 1992, Licensee initiated two non-cash 
transactions with an associate (Central Arkansas 
Community Development Corporation) which were not 
consummated until September 1992: 

It accepted a pool certificate backed by medical 
receivables valued at $11.5 million and National 
Building Supply ( NBS ) stock valued at. S2.3 million 
as a contribution of non-cash assets which was 
represented as an increase in private capital. 

Licensee received NBS stock valued at $2.5 million 
for certain assets held by the Licensee which were 
reported by the Licensee to be of comparable value. 

o In October 1992, Licensee applied for $6 million of 
leverage in the form of preferred stock based on the 
capital increase consummated in September 1992. 

o On December 8, 1992, Licensee: 
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Was reminded ::.a: , as a matter of policy, SBA does 
not leverage capital contributed in the form of 
ncn-cash assets until such assets are converted to 
cash . 

Was advised that an examination of the Licensee's 
operations vculc re needed before any leverage 
could be provided. - 

Was advised that approval of disposition of assets 
to an associate would be conditioned on the 
Licensee converting the NBS stock into $2'. 5 million 
of cash within 120 days. 

Was advised tnat the $6 million leverage 

application was ceinc returned. 

o On December 9, 1992, S5A agreed to accept a $1.4 million 
leverage application based on the licensee’s 
representation that: 

the medical receivables were free and clear of 
liens and encumbrances and 

the licensee would dispose of the NBS stock 
received in e:<cr.ance for Licensee assets within 120 
days . 

o On March 11, 1993, me Exammatioa report on the-Licensee 
was issued. Among cm.er things, the examiner. was not 
able to determine me source of the"'d6nated assets. The 
examiner reported tnat there was a reluctance on the part 
of the Licensee's management to disclose any information 
concerning me source : : the donated assets. 

o On March 26, 1993, an examination letter was sent 

advising the Licensee cf the results of the examination 
and stating that the leverage application would not be 
processed until the regulatory matters were resolved. 
The letter also provided the Licensee another opportunity 
to explain the source of the non-cash assets. 

o On April 23, 1993, SBA received the Licensee's response 

tc the Examination letter. Answers to questions 
concerning donated assets were not provided. Instead, 
the Licensee stated that they would reverse the 
transactions and that nc explanation should be necessary. 

o On May 5, 1993, the matter was referred to the Office of 
Inspector General for investigation with the expectation 
that the source of the contributed assets will be 
identified. Licensee was advised that they were not 
responsive to the examination letter and that the matter 
had been referred to the Inspector General. 
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o On May 7 > 199 3, ID was advised that CMS has not mace 

interest payments cn tvc debentures: 

$14,867 was due on March 3 and 
$35,952 was due on March 17. 

o By letter of May/C , 1993 , CMS was given 7 Jays to make 

payment. - 

o On May 18, 1993, David Hale was called by the Account 

Executive concerning the non-payment. Mr. Hale stated 
that a check was in the mail for the $14 -,.867 and that he 
would have to sell assets to come up with* the $35, 952 . 
He advised that the check would be in the mail on May 19, 
1993 . 

o ID confirmed that there was enough in the account to 

cover the $14,867 checx; however, there would not be 
enough to cover the second check. 

o Our normal procedure is to transfer a licensee to 

liquidation when payments are not made in a timely 
manner. 
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SCHEDULE OF MACK MCLARTY 


THURSDAY, MAY 6, 1993 
Draft (05/06/93 9:08 am) 

NOTE: Tom Brokaw will follow the President all day. 


CraigTtirby: Pager 202/395-6661 #4145 Cellular 202/365-2756 
COSi Office 202/456-6797 (Marilyn Home 703/998-5635) 
Karen Si^bay Pager 202/395-6661 #4232 Home 703/276-8212 


7:45 am 
8: IS am 


8: 15' am 
9:00 L am 


I 

NOTE: Erskine Bowles &. his family !yw// be touring the West Wing and will be 
stopping in very briefly to say hello some time around 8:45-9:00 am. Contact * Susan 
JdcNey 205-6702/Beeper 605-7078. i j 

9:00 am 
9:15 am 



"Y 


i 


* 
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U.S. Small Business Administration 

Washington. O.C. 2041* 





MEMORANDUM 


PRIVILEGED AND CONFIDENTIAL 

DATE: / August^, 1993 

/ / 

TO: Erskine B. Bowles 


FROM: 


f C ■ 1 — 


Associate Administrator for 

Investment 

SUBJ : • 

Capital-Management Services, 
Little Rock, Arkansas 

r Inc. 


License No. 06/06-5207 


This is 

to inform you that there 

have been 


n significant new 
developments concerning the above-referenced Specialized Small 
Business Investment Company (SSBIC) that may lead to a criminal 
indictment of the manager of the SSBIC, Mr. David Hale./ 


On August 3, 1993, the Of f i^e^oflnvestment received a Tetter from 
the United' States Attorney, Eastern District of Arkansas, 
concerning the Licensee's 1988 application for $900, poa in SBA 
leverage. In connection (‘with 'the' application, "the ’ Licensee is 
alleged to have engaged rfu- ^ - s eries of bogus transactions that 
caused SBA to believe that the (Licensee had increased its private 
capital by $400,000 and that^jxro&i-em investments had been repaid. 
On the basis of the Licensee's false statements, SBA approved 
funding in the amount of/$900,000. J 

We understand that the u/^mr^rnrnev met with Mr. H ale and his 
attorney on -August 6, 19~93 a^d presented him wTtTT a draft 
indictment all eg mg — C ha t — MT7 } lale and two other individuals 
defrauded the United States (SBA) in 1988. SBA was\ sent a copy of 
the draft indictment. SBA personnel from the Investment Division 
and the Office of General Counsel, will meet with the FBI and the 
U.S. Attorney in Little Rock an August 10, 1993^<to discuss the 
evidence against Mr. Hale and h n -lew t owards placing 
the SSBIC into receivership. 


We have also been informed by the Assistant U.S. Attorney that the 
licensee made false statements — in-- a 1992 application for SBA 
leverage in the amount of $6.0 million. The 1992 request for funds 
was not; approved. Finally, the FBI and the U.S. Attorney are 
investigating the Licensee's 1^86 and 1983 leverage applications to 
determine if fraud was involved?* ~ 
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U.S. Small Business aom^nistaaticn 

Washington. Q.C. 20416 



DATE: September 21, 1993 

TO: 


FROM : 

Associate Administrator 
for Investment 

RE: Capital Management Services, Inc. 

Little Rock, Arkansas 
License No. 06/06-5207 

SBA was appointed receiver^ f Capital Management Services, Inc. 
(CMS) on Sep'tamber 15, 1 99 3 .^-by Court Order in Civil Action No. LR- 
C-93-646 i~n me errs: District Court for the Eastern District of 
Arkansas, Western Division. S3A was appointed Receiver for the 
purpose of liquidating all of CMS' assets and satisfying the claims 
of CMS' creditors in the order of priority as determined by the 
Court. Judge David L. Hale, tne president and a director of the 
licensee, consented to the receivership. Judgmen_t_was_ rendered 
against CMS in favor of the SBA for the sum of^i3 , 8 16 , 154 . 2 1 pjAis 
accrued interest, dividends and post ] udgment^intereSt . . 

On Monday, September 20, 1993 , Mark K. t General 

Counsel, and Cecilia Seay, the Receiver's agent retained to 
liquidate CMS, closed the bank accounts of CMS (approximately 
$2,200 remained in the bank accounts), seized the records of CMS, 
and are in the process cf martialling the assets. 


&r«kine Bowles, 
Administrator 


Foren, 



The U.S. Attorney's office informed Mr. Stephens that they are 
scheduled to make a presentation to the Grand Jury on Tuesday, 
September 21, 1993, at 3:00 p.m. and are expecting indictments to 
be returned on Tuesday or Wednesday, September 21 or Septe^er 22, 
1993 against Judge Hale and two other individuals. Judge Hale’s 
attorney, Mr. Coleman, has indicated that Judge Hale may step down 
from his position as a municipal judge if the ^indictment is 
returned against him. ; 

Ownership and Management~of the Licensee ( as~fepresen ted to SBA) : 


NAME 

TITLE 

% OF OWNERSHIP 

David L. Hale 

President/ Director 

82 

Linda S. Hale* 


9 

Hazel Dennis 


9 

James Hall 

Secretary/ Director 


George Ivory 

Vice President 


* David Hale's 

wif e . 
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SBA provided financing to CMS through the purchase/guarantee of 
three subordinated debentures totalling $2,000,000 ($500,000 dated 
November 30, 1983, $ 1 , 000,000 dated "September 8, 1986, and S500,000 
dated March 17, 1989) and the purchase of $ 1 , 400, 000 in preferred 
Stock ($500,000 in 1980, $500,000 in 1986, and' $400,000 in 1989). 

Failure to infora SBA of Capital Impairment is the violation stated 
in the Complaint. CMS is- approximately- 17 1* capitally impaired. 

Per the last Financial Statement (SBA Form 468) v submitted to the 
SBA dated September 30, 1992, CMS maintained a' cash balance of 
$51,819, and owned 15 notes and 7 equities with a total principal 
balance outstanding and valuation for the same sum of $2 r 214,402. 
At September 20, 1993, approximately $3,200 cash remained in the 
CMS bank accounts. The Office of Liquidation believes that, many of 
the listed portfolio assets are questionable or do not ~xist. 


cc : 


John T. Spotila 


994 





U.S. Smauv. Business administration 
Washington. 0 C. 20416 


WEMQR A y pVM 


TO: 

FROM: 

DATE: 

SUBJECT: 


Martin Teckler 
Erskine Bowie 
March 3, 1994 
Capital Management Co. 



I am recusing myself from all involvement in the SBA's ongoing 
investigation into Capital Management. 

My instructions to you and others since this investigation began 
still stand. These instructions are: 

1* Undertake the Capital Management investigation in the same 
vigorous manner you would any other .invest igatron^oT an 
SSBIC . If you find any evidence of fraud or abuse,' you 
should take every appropriate step to prosecute the person 
or persons who have perpetrated this malfeasance; and 

The SBA should provide Chairman LaFalce with any relevant 
information that he requests. This information should be 
provided as soon as possible after the request is received. 


2 . 


DATE: 

TO: 

FROM: 

RE: 
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(8) We met with the principal depurv of the Fraud Section of j the Civil 
Division of the Department of Justice to review criminal matters relative to Capital Management 
Services. Ir.c. In aecittcrt. we coordinated a response to House Small Business Committee on 
this matter. 



V 



\ 


TO: 

FROM: 

DATE: 

RE: 
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,'^MEMORAND UM 


Erskine B. Bowles 
Administrator 
/' 

j John 

! / l 

; December 6. 1993 

Weekly Administrator's Reoon 




LITIGATION : 



V 
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\ (3) Capital Management . We participated in the ongoing GAO and Justice 

Deparmen: reviews or' the Capita: Management matter. / / 
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FIVAj\'CE .\ND LEGISLATION 



2. Whitewater Development Company/Capital Management Semces . 
Prepared response to Congressman Leach’s request for documents in conjunction wuh 
Whitewater Development Company, and assisted in preparing a report to the House Small 
Business Cj?mm;nee on Capital Management Services 5S3IC. — r 
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\ 


SBIC 


1. Capital Management Services, Inc . During the week of January 24-27, 
199*1. Mark Stepnens. Associate General Counsel, ana Helen Mincer. Financial Analyst, worked 
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Weekly Administrator's Report 
January* 31. 1994 — Page 3 


in Little Rock. Arkansas on the receivership acnon. On Tuesday, January 25, they met w^th 
Robert Fiske, the'newiy appoint^jpecia KI o ansel. -te-TOiewi matters invob>ing David Hale, the 
former principal of CapitaJ^danagement, who is xurrently^CHtder indictment. In addition, 
meetings were held wipr^borrowers and former board of directoivmembers Regarding their 
involvementAvith Captial Management. The meetings with the borrowers and board of director 
members were attended by General Accounting Office representatives who are reviewing the 
Capital Management mane: at the request of the Small Business Committee\ \ 

\ '■ 

\ ! 
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lirsk: nc h. 

Weekly /\uni::i.SL*2Lcr> Repoi- 



1. Capital Management Services, Inc . On February 9*. 1994, Mark 
Stephens and two representatives from the Investment Division met with' the Special 
Counsei ana his staff regarding the criminal acuon against David Hale, the former president 
of Capital Management Service. Inc. ("CMS"). The Speciai^Counsei has 'sought SBA 
assistance in reviewing OlS’s files and transactions. DavicTfiale was indicted on two counts 
of conspiracy and one count of filing raise statements with SBA; a tnai has been set for 
March 2S. 1*994. 



cc: Cassandra Pulley 

Kajie Broercn 
Rick Hemande: 
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3. Capital Management Services . Prepared report on the Receivership of 
Capital Management Services, to be submitted to the House Small Business Committee in 
response to the request of Chairman LaFalce. 

* \ 

\ 
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TO: 

FROM: 

DATE; 

RE: 


:c4*.v 



Weekly Administrator's Report 

RECOMMENDATION FOR WHITE HOUSE REPORT 

None 
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/ Capitol 7 Management Services. Inc . On June 20, 1994, we met will* the attorney 
for David Hale and representatives of the Special Counsel to continue our ongoing investigation 
into Capital Management and to try to collect on the investments in its small business concerns. 
We also obtained payment in full on one account for S 143,000. The FOIA material wa* also 
addressed and will be completed next week. 


cc: Cassandra Pulley 

Katie Broeren 
Rick Hernandez 
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OFFICE OF TXC AOM*MI»T»ATO* 


U.S. Small Susiness AOm.nistration 
Waihingtcn . O.C. 204 16 


April 11, 1994 


Honorable Jan Meyers 
U.S. House of Representatives 
Washington, D.C. 20515 

Dear Congresswoman Meyers: 

This is in response to your March 23, 1994 inquiry regarding mv recusal from 
involvement in the Capital Management Services matter. 

Throughout mv tenure as Administrator of the Smail Business Administration 
direct responsibility for the handling of all asoects of the investigation of ana prosecution 
of anv SBIC or SS3IC suspected of wrongdoing have been delegated to the career 
Investment Division and Office of General Counsel personnel who normailv are involved 
in such cases. Capital Management has been treated in the same manner as all such other 
cases. I have never reviewed the Capital Management file. 

It has been my practice at the SBA to recuse myself from any situation where there 
could be asserted even the remotest hint of a conflict of interest or perception of 
impropriety. To avoid even the appearance of impropriety, I verbally advised my start in 
the late fall of 1993 that I intended to separate mvself. even more thoroughly than an 
Administrator normally would be in an SBIC legal matter, from all aspects of the Capital 
Management matter. At the same time, I firmly instructed eacn of the start that they were 
to pursue the investigation and prosecution of this matter vigorously, and that they were 
to cooperate fuily, completely and quickly with any governmental agenev investigating or 
prosecuting this matter. 

On March 3, 1994 I memorialized my prior recusal in a memorandum to our 
Deputy General Counsel, who is our ethics officer as well as the career staff member who 
has been supervising our management of the Capital Management case from a legal 
perspective. I previously have provided a copy of that memorandum to the start of the 
House Smail Business Committee. A copy is attached to this lerter for your information. 

Very £ruiv yours. 


Attachment 


Erskmb^B. Bowies 
Administrator 
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THOMAS K. ANDERSON; 

ETAL 

FAG-SBA 

00: LITTLE ROCX 


\ ' 


\ 


On 8/16/93, writer telephoned SSA KEVIN KENDRICX at 
FBIHQ, FIF' Unit, to advice the Resolution Truat Corportstion 


(RTC) had advised it would provide a referral concerning/ Madi 6on 
Guaranty Saving* and Loan Association (MG) by September/2, 1993. 
SSA KENDRICK was familiar with the details of the previous ,R7C 
referral received by Little Rock in October, 1992, ancf the/ 
circumstance^ surrounding it. Writer advised SSA KENDRICtf this 
office might open a case on MG prior to receipt of/the referral 
due to information developed in captioned mattj«<" He was further 
advised captibned matter had reeulted in a -etfbject mentioning 
individuals comacn to the October, 1992, RTC referra-Vr — W r i ter 
further advised 'the Assistant United Statee Attorney (AUSA) 
assigned to the matter reported being told a Little Rock attorney 
had traveled to Washington instant data to meet with unknown 
officials to attempt to have the investigation quashed. SSA 
KENDRICK was asked to be alert for any questions from DOJ or 
other sources indicating interest in captioned matter or the 
upcoming referral. He advised he had been queer ioned about MG by 
his superiors approximately two weeks ago. SSA KENDRICK asked 
for a teletype and was advised one would be sent whan there was 
information to send. 

i \\ 

Also on 8/16/93, writer telephonically advised SSA JANE 
ERICKSGN, V GF Unit, of captioned matter, the rumored visit of an 
attorney to Washington, and the potential sensitivity of 

information*^*- s ubj e ct w a s o l a imlng - t o- h a v e SSA-ERLCKSON asked 

for a communication and was told one would be sent when there 
were additional facts. On 8/17/93, SSA ERICKSON called writer 
and again asked for s communication and was faxed a copy of the 
initial .el and .LHM_provided when, captioned matter was op ened. 


i 0/20/93, JEAN LEWIS, RTC. telephonically contacted 
writer seeking clar if ication of Federal Campaign Contribution 
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latter , as required by the Right to Financial Privacy Act, 

12 U.S.C. S ' — 

The information pertaining to this matter may ^ave been 
/ \ 
derived from the finan cial recor ds of customers of\ 

federally insured financial institut ionV>^I hereby 


certify'that (A) there is reason to believe th^t^these^ 

records may be relevant to a violation of a federal 

/ \ 

criminal law, and (B) the records were obtained in the 

/exercise of RTC's supervisory or regulatory functions/ 


Referrals for mcney laundering and other financial crimes may 
also be made in this manner to components of the Treasury Depart- 


ment ( a . g . , the Secret Service). In cases of referrals to 


Other 

/ / 

agencies, the Legal Division Criminal Coordinator should 

Consulted to ensure compliance with the other requirements pf 

\ \ ' 

the Plight to Financial Privacy Act. 




Copids of N significant criminal referrals should^also be sent to 
the Office ^of Investigations, Washington, Significant ^1 


LsVrV I 


referrals 'tfre those which qualify to become "major'* cases under 
DOJ guidelines: (1) Loss due to apparent criminal conduct is 

$100,000 or more; (2) The apparent criminal conduct involves a 
director, officer, professional (e.g., attorney or accountant), 
or shareholder of the institution; or (3) Other compelling rea- 
sons (e.g., the apparent misconduct is part of a pattSh or 
practice involving other financial institutions or the Vch^g s gr 

TH07 p5 

— y \ 
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March 9, 1992 


B) t JTrtxj girric Bnuj 

aufCMJ 

•*zrtsn*jFr km 


Susan Thomasea 

Wilkie, flic and Gallagher 


^bear 


\ 


! I have torn* furthec questions pertaining to ths McDouqtl/ 
'-Clinton relationship, Z thought Itibsat to put ths* In writing.^! 
do not know vhat ay deadline Is. but Z chink vs both should 
operate on the assumption that! I will need inivits by dpa today. 
If that changes X vill let you: know as sooa as C knov. 

Marlin Jackson, the banking 1 coital aslona r In 1983, told ae he 
vsrned Mr. Clinton that year about ,shoddy practices by McDougsl 
r and his bank. Madison sank andi Trust la connection vlth an action 
jaqalnst the bank. This vas one; reason the Clintons moved their' > 
| loan out of the bank, he sald.jwhat does Mr. Clinton remember 1 j 
I about this? Should it have given hiia pause about continuing hi/s ! 

'desVL ags vlth Mr McDouoal? « 

rcu have said that Hillary recalls the Madison account being I 
brought into the Rose lira by Rick Massey. McDougal says it cane, 
latter a request from Mr. Clint on, vho’ discussed it in Mr. /i 

~<McDougal*a office, mentioning ths couple's need for financial I 

'help, ay Mr. McOougsi’a account. Hillary caae by a few houra \ 
>laco-mnd discusaed _ a retainer arrangement with Mrr^ie'fougaT'v 


ieirher o! the Clintons have any recollection* concerning thiaX 
McDougal hat also said Gov. Clinton requested help in \ 


Ay : 

ZZi/o , 


--U- 


i 


' r-r 
I 3 rrT 


/ mc. 


11 


retiring his campaign dsbt in 1984. resulting in s dinner, vhich 
-you said you had confirmed. la there anything more you vant 
add aocut this, in lignt of tha questions raised one year earlier 
by Jack eon about MeOougal? 

The Clintons say they lost S25._00JL.in Whitewater? Do you have 
any document to back that up and - i f so could I have a copy7 If 
that can be denonetratod , I would very aught like to do so in 
print. 

- Ai I told you last week McDougal assarts that his vi*3\le out 
;S40,300 and he saye hie loesee are somewhat greater than', that. He 
.has not produced any document to baek that up, but the documents 
il have reviewed suggest he vea subsidising Whitewater through 
'loans and payment# to a far greater extent than the Cllnjan* .\Can Cr 
• 2 seV- mr nr o th e r duma w ntw-you i iawuix this l*sue 7 \ T, 

The -Heck a stub* v« both have reviewed show repeated \ 

ovetdii’f*'# in Whitewater's account at Madiaoo. Were the CllntonaX 
taaware n* thH7 Do you have evidence that Whitewater paid any kind\ 
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Kendall 

Engstrom 

Nussbaum 

Lindsey 

Lyon 

Eggleston 

Kennedy 

1 . Gather the facts 

2 . Try to find out what's going on in Investigation 

3 . Respond to requests. _that are made 

4 . Strategy for dealing with the media 

- One person 


Came up in the campaign 

* 99 Indicted in Arkansas — McDougal 

' 92 Campaign — Issue up that were 50% owners v/ McDougal 
'78-WWDC 

Pos i t ion : - Clintons had lost $ in WWDC 

Unable to substantiate this in detail 

$68 , 000 at least 

-McDougals $92,000 lost-maybe 

HRC representation of Madison - Hot much activity representing 
people before agencies 
2 RLF letters Beverly Bassett 

1. Madison 

2. PP of pfd stock 

Beverly Basset - Responded w/ auth to do both 

Recently appointed B8 as Sec Cer 

Brother early and strong supporter 
Too much coziness 

RLF - answered questions 
Did reconstruction 

Report: Clinton had taken the deductions that WWDC had not 

taken 

Tax advantage of $2500 

Not ropay government yet-promise 

II July 2 0th : FBI issued subpena & took records of 

municipal judge named Hale 

Also the day that VF killed himself 
Factor 


S 012529 
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i 

Asked for records of Capital Services Management--S8IC 
David Hale - indicted 

Inflate NW-qualify for additional loan authority- 
borrowed securities and then returned 

David Hale: proffer — false statement filed 88/89 
Two instances 

*85/'86: urging of politicians made loans not 

repaid -- needed additional loan authority 

Clinton: encouraged loan to McDougal and JGT wife 

CSM made loans to JGT 

Tried to sell to USA- 

Then to Gerth of NYT - Denied converaotion-Loan 

Editors 


DH - non-LR story 

McDougal also denied 

III. RTC referral w/r/t McDougal 

Included a reference to 4 campaign checks 
4/85 BC personally 

Campaign Committee 

3 checks written on Madison--all $3,000 

4th check on McDougal personally — signed by Susan 
McDougal 

Les Patten: 


David Hale 

Tunnel at Capitol--Cl inton says MCO will call you-DH-hope 
you'll help era 

145 Street Trailer - Jogging Shorts 

Shopping Malls - Clinton says do you Know what bitch Susan 
did with raoney-sed 

Clinton denies any of 3 occurrences 

McD denies 

now lunch in restaurant 
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jelt QexX ti 

“ Hale did affidavit - NYT backed away" 


Steve Smith filed for BR 

Bought Bank of Kingston with McDougal 

McDougal in business with JGT - Madison 
jwf 


McDougal: "Powers of Atty" Not get info needed 

Get more involved — wind down 
Only lines of communication through Sam Huer 

Arrange for 50* interest 

Jim Blair 


June - LR Acct 


Tax returns had not been filed 

vf agreed have Docs prepared and delivered to McDougal 

Turn over Corp Records 

June , 1993 - VF tax returns 

sent Directly from Acct to McDougal 
Assume have been filed 

90/91Brown, Rogers & Co 


Clintons Acct 

3/4 Times Huer Blair Contact 

Huer 

2/3. 1992 Hava 1 

Involved w/ VF 

Try to arrange sale 

Blair could have knowledge 
Could be source of money 
to allow McO to purchase stock 
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Nominal & respectable + Out of the Air 

-Jim Hamilton 
-Webb Hubbell 

-Blair, Jim 

-Loretta Lynch - Helped Reconstruct 

-Susan Thomases 

-Charles James 

-Jim Lyon has workpapers 

-Betsy wright/Hubbell Docs 

-Return Docs to Dave Kendall 

Corporate Records - Not to McDougal bee BW 

HRC/RLF : - Loretta organized Charles James 
Acct for ww 

Public Docs : Recorded 
Loan Docs : 

-Knowledge of referral - Gerth & isikoff: Referrals include 

campaign checks 

- Pull deposit slip that had with it copies of checks - do know 
who persons are who listed contributions 

- David Hale * RTC - never got press good answers 

Wp - campaign checks 
WW 

David Hale did make a $300,000 loan to Susan McD 
Jim mcd says purchase land in Pulaski Co from IP 
purchased in name of WW in 10/86 

Two months later - WWDC to Croat So Land Development 

Company 

"In WW because" Sara Huer - mistake 

McD: told one press person that were losses in ww - 

hoping that gain would be offset 

"Clintons sigh over" SM raised with HRC 
rejected it - xfer to So Land Dev Co 

Did not xfer the mtge 


iiiiiwiiii 
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Ip sued ww because on the mtge 
$230,000 deficiency 
Post: 


9 8 - wrap up wwoc by end of the year 
McDouqal - sold all the lots 

5/85 Ozark Air xaction 

24 Lots - $35,000 
1979 Piper Seminole 

Plane sold - Madison Guaranty for $25,000 

McDougal took $25,000 as a Commission 

Plane sold to Seth Ward - WH father in law 
and then to Central Flying Service 

♦Trace through FAA in Oklahoma City - whose on 
the airplane 

+ After did reconstruction 2/3, 1992 

Wrote Clinton letter - attached is accts rept 

-Pat McCarthy & Assoc. Denver, Colo 

♦ Add'l info - add’l schedule - add * 1 problems 

Long Ver 

•fRLF - Madison Guaranty - Retainer at $2,000 per month 

ANN ♦ Check drawn on wwoc - payable to HRC 

Bernie + Believe that it believes prob. represents 
confirmed payment of $2,000 $ of months for 17 months 

[15 months for $2,000 per month - Retainer] 
Webb Hubbell 

End of ‘86 - asked for records 

- McDougals say that all of 
Corp records to HRC 

Issue in campaign - 86 - Records to HRC 
RLF - Campaign Jim Lyons 


Loretta Lynch 
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-Betsy Wright had those Records - Took era home 
-Detsy wright • 

WH retrieved - records from BW 

Been at wh - Sent files related to WW 

Make a more complete reconstruction 

cnarles James - subpoenaed v/SBIC matter 
Relate to $ going into WW 

GJ indicted Hale - Press cays that GJ continue investigation 

RTC - people trying to get BC and JGT 

- story of a referral by RTC regarding 
Indictment of JGT - Chuck Banks 
rejected 

Vacuum Rose Law files WWDC DOCS - subpoena 

♦ Documents - never know go out 

Q uje Sly (?) 


♦ McDouoals acct at Madison - two different checks 
*rp file partial releases of the mtge 
gx.ajp.ip.grs - McDouqai 

Charles Peacock - proceeds went from Charles 
for Clinton campaign - 85 

made a donation (?) . 

$3,000 - $12,000 *Could all come from Charles Peacock 

Loan - $ siphoned off from the Loan 

Charles Peacock (Kon Peacock?) 

$ 1500 per election - $3,000 

Primary and a general 

Betsy Wright - if Clinton took out a loan 
not disclosed 

Today - the last report 
Never had a match bet receipts & expenditures 


S 012534 


Filed a report 30 days after the election - "Final Rept" 

-Would not be a roport that not reClect these 
contributions 

Detsy said "Didn’t have to disclose the loans" 

($300,000 what application from{?) ] 


Hal q had property - Property for $750,000 to 
somebody that McO found 

Madison loan $825,000 - 325,000 from $825, ooo 

$500,000 in David Hale - put in S8IC 

then David Hale - loaned tho 
max to SM 2/86 

4/86 - CMS to David Hale 


Could be that JGT is target of RTC referral 

1986 - Hev stmt of purpose 

Flowervood - collateral as a maker 

Repay it - Promise to repay it 

HRC wait to after the election 
$ 4761. 33 

1978 - AG + HRC new lawyer at RLF 

McD may have approached Clinton - few things 
that could do 

Buy - Subdivide - sell lots & get rich 
No cash - 100% leverage 

Bought from 101 River Development 

202,000 

$182,000 Citizens Bank in Flippin Personal Loans 
$20,000 Union National Bank in LR 

- Great Southern Land Co - apparently asked to do certain 
work & speed $ on raw ground 

GSLC - credited w/ Advance to WW 
$ 34 , 160 . 72 
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Subdivided - Lots sold - Purchase or Contract # 

Paid out over time - Revenue stream 
Would service lots and pay debt 

1979 - WWDC formed 

Assets xfd - Mortgage + Debt kept personally 

Revenues used to reduce Debt - Money paid directly on Loans 
for which Clintons obligors 

- Ease of Admin 

Lot sales were slow - 44 Lots 

230 acres 

HUD Interstate Land Sales Prospectus 
Real Estate slows down 

McQ & Clinton advance & to service debt 

1981: McD - put more $ in than(?) year 

W - buy a show home (• put on one 
of the lots 

HRC - McD loan from MBT - will buy 
Lot 13 2.5 acres 

Accelerate sales 

[McD also has a loan at Madison Bank] 

Loan Sfi ry icQ d - 

$2,000 paid 83 
$7,200 84 

Refinanced at Security Bank of Paragould 

- paid off in 1989 

Sold twice - Helman Logan - foreclosed 
HRC gets back 

HRC sells at small gain - Pays the tax and passes out of 
her life - paid cash 

WWDC - $30,000 paid by HRC: 

$28,000 goes out to pay off a debt owed by 
WWDC to Pesbrooke(?) - 

Advance to Corporation - Actually how it is treated 
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SR OOP McQouoal - Interest payment (?) 

- Chock in Blank 


5/Q5: Second note at Madison Bank 

8/11/91 

2/2/92 $20,744.65 President to 

Madison Bank - expecting applied to hrc Loan - 
- Applied instead to McOougal loan 

8/81 - FY 92 McD borrows $30,000 from 

Madison Bank 

BC check in personal (?) Acct 
$20,744.65 to MBT 
-Not applied to HRC loan 
-Repayment of Loan- 

Applied to McDougal Note written on 
personal acct 

One year later - refinances HRC at Security Bank 

Lot 13 Interest Problem 

$20,744 not properly accted for 

Chris Wade - runs real estate office - Ozark Lands 

He believes that a part owner - no 
paoer/no evidence - any ownership 
interest 

Earn in of some kind 

1985 - McDougal decides to get out - deal w/wade 

Ozark Air Services, Inc. - Real Estate Air Charter 

Wade - acquire remaining 24 lots 
for assumption of $35,000 (?) 

at Flippin 

+ Airplane 

♦Airplane xfed in blank(?) - sold for $ 25,000 

♦taken by McDougal as a commiss ion 
Not Reconstruction - 
$ 11,000 - 

Clinton not released until Fall of 1992 
Blair up - Chris Wade 


012537 
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[WWDC - $232,000] 
[Goes to CSLC: ] 
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Sold stock for $1,000 

Term as governor - rept as aceot/1 iability/neither 

1st Federal Candidate Disc Form 

-Did not disclose bee did not know 
existed 

-Blair/Foster/ Lyon - get rid of it 
McD buy it - HRC told to sell it 

xaction structured by Blair 

McD - Buy 

-Indemnity s. Hold Harmless McDougal 

- Tax Time : Clearly lost S - LT Capital Loss 

Could write off up to $3,000 per 
year 

LTCG 

— concluded that if do that — 

IBS.' 

No Basis - $1,000 Gain - Pav taxes on $1,000 
12/92 
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PAGE 23 

1ST STORY of Level 1 printed in FULL format. 

Copyright 1996 Newsweek 
Newsweek 

January 0, 1996 , UNITED STATES EDITION 
SECTION: NATIONAL AFFAIRS; White House; Pg. 43 
LENGTH: 806 words 
HEADLINE: A Churning Scandal 

BYLINE: BY MARK HOSENBALL AND MICHAEL ISIKOFF 
HIGHLIGHT: 

How another old Clinton insider tried to contain Whitewater the story that won't 
go away 

BODY: 

AS BILL AND HILLARY Clinton were preparing to leave Little Rock for 
Washington in December 1992, their lawyer, Vince Foster, had a small but 
important item on his list of things to do: get the Clintons out of Whitewater. 
The company was all but defunct and the Clintons' shares were worthless. But 
their long involvement with James McDougal, the mercurial wheeler-dealer who was 
ousted as chairman of his Jailing Arkansas savings and loan in 1986, had already 
attracted the attention of investigative reporters and federal banking 
regulators: Whitewater was a political liability. James Blair, a prominent 
Arkansas lawyer who was part of a "defensive research team" to fend off 
Whitewater allegations for the Clinton campaign, came up with a simple idea. Why 
not close the books on Whitewater by getting McDougal to buy out the Clintons' 
interest? 

"I didn't think the Clintons should go to Washington tied in to McDougal," 
Blair told NEWSWEEK last week. Blair, the general counsel for Tyson Foods, the 
giant Arkansas chicken firm, is one of Bill and Hillary's best friends. He is 
the man who helped Hillary Clinton make a killing in the cattle- futures market 
in 1979. As he told NEWSWEEK, Blair had tried once before to help contain the 
McDougal problem. That was in the winter of '92. when Clinton's campaign was 
underway and McDougal was making damaging comments to the press. 31air paid him 
a call. "Shut up," Blair says he told McDougal, adding that he could endanger 
the campaign. 

But this time there was a problem. McDougal, who had escaped conviction in 
the demise of his S&L, was apparently broke. So Blair loaned McDougal the money 
-- $ 1,000 -- to buy the Clintons' shares. On Dec. 22, 1992, with Vince Foster 
handling the transaction, the deal was done. Blair says he never told the 
Clintons about lending McDougal the money. He also says McDougal never paid him 
back . 

Blair's loan, never before disclosed publicly, is one more sign of the Little 
Rock crowd's strange sensitivity about the scandal that will not die. Aides to 
Sen. Alfonse D' Amato, the GOP's point man on the Whitewater affair, say the 
Clintons may have violated financial -disclosure laws by failing to report 
31air's $ 1,000 loan as a gift to them. "This was really Blair giving a gift to 
the Clintons," one D'Amato staffer said. But David Kendall, the Clintons' 
lawyer, says that the Clintons disclosed the sale and that D' Amato's staff is 
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wrong. "The money came from McDougal," Kendall said. "Legally, there's no 
issue . • 

But the matter gets curiouser. Notes taken during a meeting in Kendall's 
office on Nov. 5, 1998, contain cryptic references to Blair. One of the notes, 
taken by the then White House lawyer William Kennedy, says, "Blair could have 
knowledge. Could be source of money to allow McD to purchase stock." The timing 
is significant: Whitewater had just exploded on the front pages, and Clinton's 
legal advisers were trying to get up to speed. One person who could have helped 
was Foster -- but Foster had committed suicide four months earlier. To judge by 
evidence D' Amato's committee has already gathered, his death threw the 
Clintonites into something close to panic. D' Amato's theory, still unproven, is 
that they feared damaging disclosures from Foster's files on Whitewater -- and 
potentially even more embarrassing details about Hillary Clinton's legal work as 
a partner in the Rose Law Firm for Madison Guaranty Savings and Loan, McDougal 's 
failed thrift. 


Indeed, D'Amato's committee ha9 recently uncovered more evidence about Mrs. 
Clinton's relationship with Madison. Hillary Clinton represented Madison before 
state regulators appointed by her husband. She has stated under oath that her 
involvement with Madison as a client was "minimal." But newly discovered notes 
taken in 1992 by Susan Thomases, Mrs. Clinton's confidante, state that Mrs. 
Clinton had "numerous conferences" with McDougal and another Madison executive. 
Even more puzzling, the Rose Law Firm's billing records -- records that could 
clear up the confusion -- have vanished. {The firm' 9 managing partner says any 
removal of files was unauthorized.) 

During the '92 campaign -- and since -- Clinton's aides have attempted to 
downplay the connection between Bill, Hillary and Jim. David Kendall dismisses 
this line of inquiry as "the same tired, tedious charges." Still, the emerging 
record suggests that the Clintons' friends were worried about something -- and 
the behavior of the First Couple's advisers, both before and after Foster's 
suicide, looks like a bungled cover-up. Did Madison benefit from the fact that 
its lawyer was the governor's wife? Did anyone, then or later, act to conceal 
evidence of impropriety? Realists on D'Amato's staff say we may never know the 
answers -- but the appearance of a cover-up is what keeps the story alive. 

GRAPHIC: Picture, Down home: Just after the '92 election, Foster and Blair tried 
to help extricate the Clintons from the Whitewater web, J. SCOTT APPLEWHITE -- 
AP 


LANGUAGE: ENGLISH 


LOAD-DATE: January 11, 1996 
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List of Attachments 


X. small Business Administration License Application, 6BA Form 415, 
for Capital Management Services, Inc. dated Se^ember 18, 1978. 


al Hanaaam 
- . Ha'fe ' s £ 


Statement of Personal History ana 
SBA Form 4 r 5 A^^ a ted-^July 31, 1979. 


2. David L 
of Management 

3. Schedule entitled "Changes in Private Cap! 
for Capital Management Services, Inc." 


x Operator 


/ / 


4. Schedule entitled "Leverage Received from SBA' Capital 

Management Services, Inc." 


ual ' Rep 



Qualification 


Services, 


5. Annual Report, SBA Form 468s, for Capital Management 
Inc. for 1979 to 1992. 

i / 

6. List of .Financings by Capital Management Services, Inc. to Small 
Businesses! Recorded betveen Calendar Years 1980 and 1993 based on 
Portfolio Financing Reports, SBA Form 1031s, by year of financings. 

\ \ / I 

7. List v of Financings by Capital Management Services, Inc. to Small 
Businesses (SBC) Recorded betveen Calendar Years 1990 and 1993 
based on\Portfolio financing Reports, SBA Form 1031s/ by/ name of 
SBC . 


All Portfolio Financing Reports, SBA Form submitted by 

Capital Management Services, Inc. 

9. Audit" ReportVjfor Capital Management Services , Inc. dated 1979, 
1981, 1982, 1983, 1984, 1985, 1986, 1987, 1969, 1991, 1993. 



10. Memorandum Referring Capital Managements Services, Inc. to 
Inspector General for Investigation from Associate Administrator of 
Investment dated May 5, 1993. 

11. Complaint for Receivership: United States of America v. Capital 
Management Services, Inc. Civil Action No. LR-C-93-646, filed in 
the U. S^_ District Court for the Eastern District of Arkansas 
Western Division, filed September 14, 1993, includes Stipulated 
Settlement and resulting Order dated September 15, 1993. 

\ i \ 

12 Indictment of David L. Hale, Charles Matthews, and Eugene 
Fitzhugh, fiir cd in th e U.5. District Co urt ‘ f or 'the~Eastern District 
of Arkansas, September 23, 1993. \ 

\ 
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foot high. He has a caJl in to SB A to riad out it it coWns’rstsVaacs 
u\c _ President or Hillary. He caa obtain a copy of :he agsax ests tt it 
necessary ouc aoes noc believe it is problematic. 


•0 eiLler 
appears 
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conversation with Mark K. Stephens, Associate General Counsel, SBIC 
Litigation, \ U.S. Small Business Administration ("SBA n i , beginning 
about 2:15 p.m., November 17, 1993. 1 / / 

\ \ / / 

Mr. Stephens told me that he had received ar telephone call 
Cron Dwight Bostvick, Fraud Section trial^attorney , \vho had 
requested a topy^ of any report relating to^ctivities of capital 

Management Ser\ic^s, Inc. ("Capital M*n a g a r^nr ,f ) mad tre Small 

Business Committee of the U.S. House of Representatives on or about 
November* 15, 1993, and wanted to talk with me about the request. 
I explained that Mr. Bostvick' s request was made as follow up to my 
— earlier instruction to Fraud Section trial attorney Don Mackay to 
ask the S3A to give him a copy of the report. 2 

Mr. Stephens said that the SBA had given the Committee a 
letter with enclosures consisting of a number of documents relating 


1 H!is\of f ice addre ss is 409 3rd St., S.W. , W ashington, D.C. 
(telepnone nlimoer (2U2 ) 205-o360; fax (202) 205-6346) \ 


2 On Saturday, November 6, 1993, I noticed an article in The 
Washington Post reporting that on No vember 4. 1993. Represe ntative 
John J. •LaFaice iu-NYVI wrote to SBA administrator Erskme Bowles 
and to the' SBA Inspector General asking for an investigation of the 
activities of Capital Management Services, Inc., and a report on 
the investigation for the Committee by November 15, 1993. Farly 
the following week I asked Mr. Mackay to ask the SBA for a copy of 
the report immediately upon its completion and submission to the 
Committee . 


000391 
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zc Capital Management. 1 * * q j^ye me a copy of the letter 
vith the enclosures. Vte"'agreed that he wotri<come tc my office at 
2:00 p.m., Noveraher^'T's , give me the copy, explain the materials to 
me, and present ah oral description of the SEA program involving 
Capital Management. I told Mr. Stephens that FraudXSection deputy 
chief John Art'erberry and a Federal Bur eau of Investigation agent 
might attend/the meeting-'-- ’ 

During the cpfTversation Mr. Stephens toldNqe that the SBA 
General Counsel ,/John Spatila (?) , after cleanngN^ha action SBA 
Deputy General /Counsel Marty Teckler (the SBA's ethics official), 
caused a/copy/of the letter with enclosures to be gryen Vto Meal 
Eggleston of/ the White House Counsel's office. I\ asked Mr. 
Stephens^ whether this was done on S3A's own initiative \ or in 
response to /a white House request. Mr. Stephens said that 'he did 
net have first hand knowledge, but based on conversation with the 
General] Counsel, he believed the White House requested the 
materials. | Mr. Stephens invited me to comment on the release of 
the materials to the white House which already had occurred. He 
further invited me to tell him if we had concerns about the/ action 
and wanted the SBA to try to retrieve the materials. 1 tpld Mr. 
Stephens \that I would discuss the matter with him /during the 
meeting scheduled for Novemoer 13. 4 ' 


\ \ 

Sfcephe 


Mr. Stephens said that he is the custodian fori various 
materials relating to Capital Management, and J^assigned to the 
receivership .\ Me said that he has been worsting closely with the 
FBI's Little Rhck\division , and the divisio n alre ad y — some of 
the materials sent/to the Committee. 


Mr. Stephens said that an original referral, involving one Tom 
^-Anderson, is noteworthy. Swapping assets and financial 

transactions involving the Cayman Islands are involved. I asked 


1 He told me that the materials given to the Committee were 
numbered for control/ identification purposes. (Durmg our meeting 
November jH9 , which is recorded in a separate file memorandum, he 
added that initially the SBA gave the Committee materials which 
were not numbered, but retrieved those materials and replaced them 
with the ! numbered set. He did not know, however/ whether the 

Committee hatt — oasta — a-n4 — kep e — a — co p y g — or — copies" of the\ original 

sec.) j 

4 Immediately after talking with Mr. Stephens, I discussed the 
conversation Fraud Section chief -; — Gerald' c.. McDowell^ and the 
chief of the Financial Institution Fraud Unit of the FBI, Ron Oick, 
respectively. There was a consensus that we should ask the SBA to 
retrieve the materials and any copies. Mr. McDowell told Acting 
Assistant Attorney General John C. Keeney about our intention to 
ask SBA to* request the return of the materials. 
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U. S. Department of Justice 
Cnmtnai Division 


MEMORANDUM / 


TO: 


wm wtfroa 0 C 20530 


NOV 2 0 !S93 


FROM: 



G. Allen Carver, Jr. qaj^ 

Principal Deputy Chief . 

Fraud Section 

I 

SUBJECT: Telephone Conversations with Mark 

On \ November 19, 1993, I spoke with Small j Business 

Administration ("SBA") attorney Mark Stephens. He told me that he 
called and spoke with Neal Eggleston earlier in the day, ^bout 1:55 
p.m., and Mr .\ Eggleston said that he would discuss the matter with 
the Deputy\Attorney General and would discuss the matter /further 
with Mr. Stephens early in the next week. 1 

In a second conversation, beginning abpirt" 4:40 p.A., Mr. 

Stepnens told me that Tom Powers from the Smell Business C omm ittee 
staff had requested access to SBA headquartef^-s — Liieb On Capital 
Management, 2 He^aid that the files include licensing files, 
operations files, examinations, examination workpapers, 
_ correspondence to and from David Hale. The files are kept in a 
single file drawer under Mr. Stepnens" control. The Committee 
review is scheduled for Tuesday, November 23. Mr. Stephens will 
produce the files for the Committee staff to review. 


I asked Mr. Stephens what the SBA usually does when the 
Committee requests access to SBA files. He said tha SBA supplies 
the materials for review. I asked him whether SBA\knew of any 
reason not \ to follow its usual practice in this case\\He said no. 
I asked him to ensure that the integrity of the files is\ maintained 
throughout the review by Committee staff in order to facilitate the 

review by the — FBI and the Fraud Sect: nn ^rhadulad-Hfor Wednesday, 

November '2 4. \ 


1 I repo rted this advice tn r.^r aiH r — th e-^fhief of 
the Fraud /Section , immediately after the conversation. Mr. 
McDowell i immediately notified Associate Deputy Attorney General 
David Marqplis. 

: John Arteroerry was in my office during this conversation, 
but could hear only ray part of the conversation. 
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SUBJECT: Telephone Conversation With Mark K. Stephens 

i 

On November 22, 1993, at approximately 9:55 a.m. , I spoke with 
SBA Associate General Counsel Mark K. Stephens. Mr. Stephens had 
called Fraud 'Section Principal Deputy Chief Allen Carver*. Because 
Mr. Carver\ al'ready was engaged in another telephone call,/ I took 
Mr. Stephen's^ \^all. 

Mr. Stephens told me that he was in the Memphis airport in 
between connections to Dallas. He said h^^anted to bring Mr. 
Carver up to daX.e\>n developments regardi ng his r p T lp<tr — to Neal 
Eggleston^ of theNtfhite House Counsel's office that Mr. Eggleston 
return the*documents that Mr. Stephens had provided him last week. 


Mr. Stephens said that he was in his office yesterday morning 
and at about 9:00 a.ra. received a telephone call from Mr. 
Eggleston. In the conversation that ensued, Mr. Eggleston said 
that he had tried to reach Mr. Stephens at his office on Saturday 
to arrange the return of the documents. Mr. Eggleston said that he 
had talked to people at the Department of Justice on Friday and 
wanted target the documents back to the SBA as soon\ as possible. 
Mr. Egglleston also said that he did not want to \do anything 
inappropriate and explained that he had sought the documents 
because he\ wanted to track what was going on between the SBA and 
the Hill .arrd^ did not want to be surprised by leaks J ^boray the Hill. 

Mr. Eggleston said that he would like to drop the documents 
off at Mr. Stephens' office on his way to church. Mr. Stephens 
repled that he would be available to accept the documents A Later 
that mornings JTP1 Eggxestjbri dtove by tire SBA offices and Mr. 
Stephens [went outside to the street to receive the documents. He 
asked MrJ Eggleston whether he had made any copies. Mr. Eggleston 
responded 'that he had made one copy of the last examination report 
dated March 21, 1993, to read. He said that later he had shredded 
that copy. 
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U. S. Department of Jusnee 
Criminal Division 



MEMORANDUM 

TO: /Files 

1 / 

FROM: G. /Allen Carver, Jr. 

Principal Deputy Chief 
Fraud Section 


SUBJECT: Taleohone Conversation With Rick Wade November 



1993 


Beginning about 1:20 p.m., November 19, 1993, Jl /had a 
telepnone\ Conversation with Rick Wade, Chief of the Government 
Fraud Unit, FBI. We discussed whether additional actior/ should be 
taken in response to the Small Business Administration'^ giving the 
White House, a dopy of the materials the SBA supplied/to the House 
Small Business \Committee November 15, 1993. 1 Mr. .Wade expressed 
concern over\the possibility that the White House-SBA \action, 
however well inte'hded, could look like WhiteHotise intervention. 


twhyte 


He raised t’wdycourses of action for discussion: (1) a letter 

from the ^Department of Justice to the White House; (2) an FBI 
interview of Neal Eggleston. I remarked in response that these 
- courses of action would not avoid charges of intervention (or 
government coverup) by those wanting to make them. I mentioned 
that during the November 18 meeting, I told Mr. Stephens that we 
wanted the SBA to recover the materials, and any copies, from the 
White House for us; the request was witnessed by a Fraud Section 
deputy chief and two FBI agents, and is a matter of record; and Mr. 
Stephens ^as cooperative. Based on these factors I ^suggested that 
the record snows that we acted responsibly immediately upon 
learning iof the matter November 17 from Mr. Stephens 'and pursued a 
completeiy\ reasonable , appropriate course of action. 


I fiirthe? — mentioned - 
whether to interview Mr. 




That m my View the question was not 
Eggleston, but when. I told Vr. Wade 
that an interview of Mr. Kennedy also should be done during the 
investigation to get the details of his conversations with Randy 
Coleman, |Day-rd Hale r s "actorh'e'y: I explained that it is possible 

that Mr- Coleman made statements in those conversations of value 


‘ Fonbackcround information, see my file memorandums reporting 
on my conversation with SBA attorney Mark Stephens November 17, and 
the meeting with Mr. Stephens held in my office November 13. 
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The Honoraole Janet Reno 
Attorney General 
Department of Justice 

lb^h Street and Constitution Avenue, N.w. 

asrttna 


\ c 


wasnXmg^efV; — B-. — G-. 20 5 30- 





Dear General Reno: 

The President has fully cooperated with a federal grand jviry 
in J^ttZTe Kock“ "which - he - understands to oe invest igating^matters 


that may be potentially connected 


to Whitewater Development 


I 


Company, an entity m wnicn he and the First Lady once had an 


J 

ownership mteres 
allegations of wrongdoing by 
Whitewater. It was a losing 


There have been no credible or even specific 
the fclintons in connection with 
investment, from which they received 


I 

nothing of value, and ail loans which they signed for were reoaid 

i I 

— ^none of these were S&L loansj) . The investigation is being 
conducted by career Department of Justice prosecutors, after /the 
Uriatec States Attorney for the Eastern District of Arkansas, 


I 


recusec nersei i. There is no reason to relieve that this 


I 


investigation is not thorough, energetic, professional, and ever.- 


I handed . 

i 

1 However , 

suggesting. 


I 


there nas been some publicity 


s cent aav s 


ng, incorrectly, that there are grounds to replace the 

\ 

current invest ication with some kind of indecendent counsel. 
-While the Fresicen: coes not believe there is any reason to ' — - 
impugn tne integrity ar.c aggressiveness of the current 
investigation or mat there are any reasonable grounds to justify 
a sweeping investigation oy an independent counsel, he believes 
it is desiraole to take wnatever steps he can to assure complete 

S 020801 ^\ 
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r^<n a CT 


confidence in the federal law enforcement system, when that 
system scrutinizes a company in which he once owned an interest 
Accordingly, the President has directed me to request you to 
apfrsj nt a respected and qualified attorney, whn i nnr_^ fnpmha r 
of the Department of Justice or an employee of the federal 
government, to conduct an appropriate independent investigatior 
of the Whitewater matter. The independent counsel provision of 
th< 


h^Ethi 
J.B92 . 1 

apprcpn 


hies in Government Act 


Df 1978 expired on December Is 


1^92. In the absence of supervening legislation, it seems 
.ate to request that tne investigation be conducted. 


In view of the gravity o 


President and the need for a speed- 


respectfully request that the 


conducted within 90 days by the pe 


insofar as possible, in accordance with the procedures of the 
expired Act. 

the 


prel 


many matters faced by the 
y resolution here, I 
iminary investigation be 
rson you appoint. 

Sincerely, 


Bernard Nussbaum 


IMII1IIU 

S 020802 


1069 


59 FR 5321 printed in FULL format. 
FEDERAL REGISTER VOL. 59. No. 24 
Rules and Regulations 

DEPARTMENT OF JUSTICE (DOJ) Office of the Attorney General 

28 CFR Parts 600 and 603 

[A.G. Order No. 1844-94] 

Independent Counsel: In re Madisoa Guaranty Savings & Loan Association 

59 FR 5321 

DATE: Friday. February 4. 1994 
ACTION: Final rule. 


To view the next page, type .np* TRANSMIT. 

To view a specific page, transmit p* and the page number, e.g. p*l 


SUMMARY: This rule sets forth the jurisdiction of the Independent Counsel: In re Madison Guaranty 
Savings & Loan Association, appointed by the Attorney General pursuant to her statutory authority under 
28 U.S.C. 509. 510. and 543, and 5 U.S.C. 301. The Attorney General has appointed this Independent 
Counsel to investigate whether any individuals or entities have committed a violation of any federal 
criminal or civil law relating to President William Jefferson Clinton's or Mrs. Hillary Rodham Clinton’s 
relationships with the Madison Guaranty Savings &. Loan Association, the Whitewater Development 
Corporation, or Capital Management Services, Inc. 

This rule also amends the regulations on the salary of an Independent Counsel and the provisions for 
appointing, fixing the compensation of, and assigning 1*5322] duties to such employees as the 
Independent Counsel deems necessary. These changes reflect the elimination of the "GS-18* rate under 
the General Schedule. 5 U.S.C. 5332(a). more closely align the regulation with the laws governing the 
civil service, and provide more flexibility in setting the salary of the Independent Counsel, subject to a 
specified maximum level. 

EFFECTIVE DATE: January 31. 1994. 

FOR FURTHER INFORMATION CONTACT: Car! Stem. Director. Office of Public Affairs. U.S. Department of 
Justice. Washington, DC 20530. (202) 616-2777. 

SUPPLEMENTARY INFORMATION: This order pertains to a matter of internal Department 
management. It does not have a significant economic impact on a substantial number of small entities. 5 
U.S.C. 605(b). It is not subject to Executive Order No. 12866. 


List of Subjects in 28 CFR Pans 600 and 603 

Authority delegations (Government agencies). Crime. Conflict of interests. Government employees. 
Accordingly, by vmue of the authority vested in me as Attorney General, including 5 U.S.C. 301 and 
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LEXSEE 


28 U.S.C. 509, 510, and 543, chapter V] of title 28 of the Code of Federal Regulations is amended as 

follows: 


PART 600-GENERAL POWERS OF INDEPENDENT COUNSEL 

1 . The authority citation for pan 600 is revised to read as follows: 

Authority: 5 U.S.C 301: 28 U.S.C 509, 510. 515, 543; Article II of the U.S. Constitution. 

2. Section 600.1 is amended by revising paragraphs (b) and (c) to read as follows: 

§ 600.1 - Authorities and duties of an Independent Counsel. 


(b) An Independent Counsel appointed under this chapter shall receive compensation at a rate not to 
exceed the annual or per diem rate equal to the annual rate of basic pay for level IV of the Executive 

Schedule under section 5315 of title 5 of the U.S. Code. This paragraph shall not be construed to 
authorize the payment of any compensation in addition to that paid under subsection (b) of section 594 of 
title 28 of the U.S. Code. 

(c) For the purposes of carrying out the duties of the Office of Independent Counsel, an Independent 
Counsel shall have the full power of the Attorney General to appoint (other than in the Senior Executive 
Service), fix the compensation and assign the duties of such employees as the Independent Counsel deems 

necessary. This paragraph shall not be construed to authorize the payment of any compensation in 
addition to that paid under subsection (c) of section 595 of title 28 of the U.S. Code. 


3. A new pan 603 consisting of § 603.1 is added to read as follows: 


PART 603-JURISDICTION OF THE INDEPENDENT COUNSEL: IN RE MADISON GUARANTY 
SAVINGS & LOAN ASSOCIATION 

Authority: 5 U.S.C. 301; 28 U.S.C. 509, 510, 543. 

§ 603.1 Jurisdiction of the Independent Counsel 

(a) The Independent Counsel: In re Madison Guaranty Savings & Loan Association shall have 
jurisdiction and authority to investigate to the maximum extent authorized by pan 600 of this chapter 

whether any individuals or entities have committed a violation of any federal criminal or civil law relating 
in any way to President William Jefferson Clinton’s or Mrs. Hillary Rodham Clinton’s relationships with: 

(1) Madison Guaranty Savings & Loan Association; 

(2) Whitewater Development Corporation; or 

(3) Capital Management Services. 

(b) The Independent Counsel: In re Madison Guaranty Savings & Loan Association shall have 
jurisdiction and authority to investigate other allegations or evidence of violation of any federal criminal 
or civil law by any person or entity developed during the Independent Counsel’s investigation referred to 

above, and connected with or arising out of that investigation. 

(c) The Independent Counsel: In re Madison Guaranty Savings & Loan Association shall have 
jurisdiction and authority to investigate any violation of section 1826 of title 28 of the U.S. Code, or any 
obstruction of the due administration of justice, or any material false testimony or statement in violation 
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of federal law, in connection with any investigation of the matters described in paragraph (a) or (b) of this 

section. 

(d) The Independent Counsel: In re Madison Guaranty Savings & Loan Association shall have 
jurisdiction and authority to seek indictments and to prosecute, or to bring civil actions against, any 
persons or entities involved in any of the matters referred to in paragraph (a), (b), or (c) of this section 
who are reasonably believed to have committed a violation of any federal criminal or civil law arising out 
of such matters, including persons or entities who have engaged in an unlawful conspiracy or who have 
aided or abetted any federal offense. 

Dated: January 31, 1994. 

Janet Reno, 

Attorney General. 

[FR Doc. 94-2534 Filed 2-3-94; 8:45 am] 
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1ST STORY of Level 1 printed in FULL format . 

Copyright 1992 The Times Mirror Company 
Los Angeles Times 

March 18, 1992, Wednesday, Home Edition 
SECTION: Metro; Part B; Page 6; Column 1; Editorial Writers Desk 
LENGTH: 584 words 

HEADLINE: CONFLICTED AMERICANS: THE WORKING MOTHER; 

OLD ISSUES — AND A NEW ONE -- IN HILLARY CLINTON FLAP 

BODY: 

On top of all the obstacles to fair and equal participation of women in the 
labor force -- the "glass ceiling," the "mommy track" and the lack of adequate 
and affordable cnild care -- sadly we may have to add yet another: a husband's 
occupation. 

Sunday night, as the Michigan said Illinois primary campaigns drew to a close, 
former California Gov. Edmund G. (Jerry) Brown accused Arkansas Gov. Bill 
Clinton of funneling state business to the Little Rock law firm of which hi3 
wife, Hillary, is a partner. The Clintons have vehemently denied tne charge. 

But it was Hillary's response Monday, we fear, that may draw the heaviest 
artillery fire: "I suppose I could have stayed home and baked cookies and had 
teas. But what I decided to do was pursue my profession, which I entered before 
my husband was in public life." 

It is this tart response that we expect to elicit some new, unproductive 
rhetoric about an old topic: the allegedly deleterious effects of women working 
. . . effects on children, the family, on the structure of society. Maternity 
leave, family leave, flexible work schedules, child care centers -- these are 
the building blocks of a brave new world in which women are said to "abandon" 
husbands and children for careers. 

3arbara 3ush, we should recall, created a stir with her 1990 commencement 
address at Wellesley College. Responding to criticism that the college should 
have invited a speaker who better represented the aspirations of female 
graduates, Mrs. Bush said: "You will never regret . . . not closing one more 
deal. You will regret time not spent with a husband, a child, a friend or a 
parent." 

Such statements -- and those which will inevitably follow Hillary's Clinton's 
defense -- only skate over the deep ambivalence felt by many Americans, and 
certainly by many American women, about their cnanging roles. Working outside 
the home is a fact of life for most U.S. mothers; more than 50V with children 
under 6 years old are now employed. Some women have the financial luxury of 
choosing whether to stay at home, but most have no such choice -- they are 
.single parents or are married to men who do not earn enough alone. 

But whether employed outside the home or not, many women feel deeply divided 
about their choice or, in many cases, their lack of a choice. Many working women 
long for what they perceive as the relative freedom enjoyed by stay-at-home 
moms: more time with children and for themselves. Many at-home mothers wish for 
the excitement and rewards -- psychic as well as financial -- of a stimulating 
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and productive job. 

Sometimes the ambivalence of women at work and at home turns to envy. 
Sometimes, it turns to mutual resentment. It would be a shame if Hillary 
Clinton's remarks further stirred these troubled waters. 

Clinton's defense will also draw fire because of her still unusual position 
being an employed wife of a presidential candidate. Conflict of interest is a 
serious charge. If her firm directly profited from her husband's political 
office, that should rightly damage the Clinton candidacy. 

But short of such evidence, Hillary Clinton -- a Yale Law School graduate, 
mother of a 12-year-old daughter and a woman of obvious intellect and drive -- 
deserves respect. She worked hard to get where she is. So far she is handling 
the pressure well. For men the old saying was, if you can't stand the heat, ge 
out of the kitchen. But for some women these days, it's when you get out of th 
kitchen that you really feel the heat. 

GRAPHIC: Photo, Attorney Clinton 

LANGUAGE: ENGLISH 
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Mr. Claries Hanley 

Arkansas Securities lepartnent 

One Capital .Mall 

little Rock, Arkansas 722Q1 

He: Authorisation and issuance of a class of Preferred 

Stock by Madison Guaranty, a Savings and 
loan Chartered under the laws of the State of Arkansas 

Dear Mr . Hanley: 


Madison Guaranty, a Savings and Loan chartered under tie 
laws of tie State of Arkansas, contemplates a capitaliration 
plan wnereoy it would authorise and issue^a class of — ^TTtr^'T - 
preferred, stock* whim would nave ''^reference as'-'to dlvirfend.MLIXad 
arouats paid **in- ‘liqtndacAoa. The question has arisen as to 
wnetcer an Arkansas cnartered Savings and loan Association may 
under Arkansas law create, author it e and issue a class of 
preferred stock. For tne reasons stated below, we are of the 
opinion that a state cnarterec savings and loan may do so. 


Arkansas statute S751S64 (1971) provides in pertinent part: 

j "... (T)he Arkansas ausiness Corporation Act, . .. as 
'amended, ... snail be applicable to permanent stock savings and 
loan associations created or operating under the provisions of 
'0 , Act 227 of 1963 ... and such savings and loan associations shall 
s enjoy the same powers and privileges and oe subject to the same 
.} duties , restrictions and liabilities as other corporations 
/ except so for as tne same nay be limited or enlarged by ohe 
i provisions of Act 227 of 1963.“' 
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Mr. Charles Hanlev 
April 30, 19 35 
Page 2 


In snore, an Arkansas cnartered savings ana loan possesses 
all powers afforded co stock corporations unaer tne Arkansas 
Business Corporations Act unless tne Arkansas Act 227 of 1S63-, 
as amended ("Act 227* ) pronimits the exercise of suen powers. 
It is clear tnat an Arkansas corporation is empowerec to create 
and issue a class of ^referred snares of capital stock (see Ark. 
Stac. Ann. 645201 (1966) and 645202 (1966)). Therefore, an 

Arkansas cnartered savings and loan possessing general corporate 
powers may autnonze and issue a class of preferrec stock unless 
Act 227 pronibits sued a capitalization plan. 

We find no provisions of Act 227 wnicn expressly or 
impliedly promoit tne creation of a class of preferred stock oy 
an Arkansas cnartered savings and loan association. Rather, 
there are references throughout Art 227 implying tnat several 
classes, inducing a preferred class, of capital stock of an 
Arkansas savings and loan may exist. for an example, see Ark. 
Stat. Ann. 6 7$8I^»?i9 63) wnicn requires that the oyiavs of. me 
state savings and loan association describe the "several kinds 
or classes of shares, stock or certificates which it may 
issue". Other references to the existence of multiple classes 
of shares of an Arkansas savings and loan association may be 
found in Arkansas Statutes 675^2 -< IS 6 3 ) and 6 75 1 B2S-< 19 3 3) . 

Because the Arkansas statutes expressly give to an Arkansas 
chartered savi mb loan all of the powers possessed by a 
corporation un::-r me Arkansas Business Corporations Act, wnicn 
powers include me power to create and issue a class of 
preferred capital stock, and because we find no express 
prohibition in Art 227 against the creation or issuance of suen 
a class of preferred stock, we have concluded mat Madison 
Guaranty's proposed capitalization plan is not inconsistent with 
Arkansas law. Should you require further information or- 

assis-cance, please advise Hillary Rodham Clinton or Ri chard 
Massey of this firm. 


very truly yours 



Rose Law Firm 

A Professional Association 


RNM:mm 


cc: Hon. Beverly Bassett 
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MEMORANDUM 


JeCCsGlrzb, New York Times 
Beverly Basset* Schaffer 
Madison Guaranty Sa ^ r/ig a — axid^J-o a n 
February 28, 1992 


This/is a follow-up to our telephone conversation Wednesday 

/ \ \ 

Wei, talked about three or four issues not clearly addressed m av 

I / \ \ 



first aeraorandua. 

! I 


I 


First, it is true that in our letter to the Rcee Law * ira, w« 

\ > 
i 

addressed a vary narrow legal issue regarding the eavinga and loan 

laws vend the Arkansas Business Corporation Code. Our letter did 

\ \ 

r.ot address federal law or applicable- federal regulations. Tha 

\ \ / 

savings \and\ loan was required to seek approval^ ros the FSLIC, net 

w© had no reason to think the FSLIC would approve preferred stock 
that could not be included in the association's net worth. There 
would be no point in pursuing such an offering. 


Nevertheless , I an certain that Charles Handley discussed with 
Rick—Massey his concerns about federal reguiatoryrtr eatoer.t cf the 
preferred stock. It is uy understanding froa Charles that Mr. 
Massey subsequently provided Chari ee with a 7HL3B bulletin cr 


regulation regarding the issuance of preferred stock and assured 

\ 
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Memo to Mr. Jeff Girth 
February 2a, 1992 
Page 2„ 


Charles that^the preferred stock would be structured in accordance 
with existing federal reflations so that it\would in fact be 
deened^ermanent capltaT” stock f or~~net'~wqrth purposes. (I believe 
the-e are cgples of those regulations or bulletins in the file.) 


Second, I an certain that our Department had no \def ini t iv« 
proof /of insolvency of Madison Guaranty until calendar year 1987. 

i . i 

The FHL3B documents to wnich you referred Wednesday in no way 
constituted a full and final examination report admissible in state 
court as evidentiary proof of insolvency. During this time, 

\ • i 

\ 

Madison Guaranty had been told to obtain new appraisals of its real 

estate \properties in order to determine the value- oT the real 
' \ / / 
estate investments of the savings and loan. Those appraisals were 

\ \ / 

not formally ordered until McDougal was^fired in July, 1986. 

Indeed, the^ difficulty in obtaining d e f Unit-We — ts al estate 

appraisals delayed the completion of the audit for 1986 performed 
by the new auditors hired after McOougal was gone. we did not 
receive it until the summer of 1987. 


State law required that proof of insolvency be submitted in 
connection with a petition for a receivership or shortly 
thereafter. The audit for the association reflected no such 

insolve ncy and the examination reports o f ^the FHL3B were 

inconclusive. 


\ 
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Mena to Mr. Jeff Girth 



wrier, the savings and Loan supervisor determines tnat a savings and 
loan is insolvent, the state oust notify tn« savings and loan cf 
such insolvency. The savings and loan then oust present a plan to 

the sup'^rv'iior as to lie- solvency ‘-ill restored, -itr.ir a 

\ \ ^ V 

r easorra'hleNtisre . A olan to issue S 3 . QCO . 00C __cuf — or e f e-r-red stock 

\y 

within 90 to 120 days sight well have teen sufficient to satisfy 
delaying any receivership until at least the expiration c f the 
offering period. 


Third, we intended that our approval of the brokerage 
subsidiary be conditioned on the association first raising the 

cspital bef ora it began operations. You aaintain our letter could 

1 \ \ 

be reaej ^to say that the savings and loan subsid iary^ could begin 

operating aa long as the capital was in place by Cecanber 31, 1982. 
Perhaps the wording of the letter is aaoiguous, but we firmly 


1 / 


u 
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Mama to Mr. Jeff Girth 
Feoruary 28, 1992 
Page 4 


believed that mlir agreement was as I hav«\ta:ed. 


In /the file, th «£*-**■ aTnm'ilvrt«fin nemo to ae\f ran Charles m 


Oeceacer, 19 85^£cncarning a telephone conversation hVhad had that 
day ^Lth JoK n Latham. In that conversation, he^akked Mry La than II 


the/ savings and loan had completed its applica£ian\ w;“M cu- 

./ / \ \ 

securities broker-dealer registration division. He said "no" and 


\ 


i 


that there were additional items he had to filet before the 

! ! 

application could be passed on. Charles then reminded Mr. Latham 

of our agreement that the broker-dealer could net begin operating 

\ j 

until the capital was in place. From Charles' notes, it appears 

that, Mr. Latham said that that was not his understanding of our 
\ \ /' " ! 
agreement but that the savings and loan would abide bv these terms 

\ \ / : 

anyway. \ ^\do not believe the savings and laajr' ever completed :ne 


A . \ 


N 


Finally, it may be Important for you to know that state law 
grants the savings and loan supervisor no emergency acquisition 
authority similar to that of the FHL3B and F3LIC. The appointment 
cf a receiver or conservator under atate law requires advance 

notice to the savlraga and loan and the filing 'of a petition in 

\\- 

state c.hancery court, which is a public procaeding\ Beth we and 
t.he FHL3B agreed that the lack of ability under atatavlaw to seize 


the institution without notice, remove management and 'immediately 


,v. 
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Memo to Mr. Jeff Girin 
recrusry 23, 1992 
Page 3 - 


cake control 


of the institution from hostile, unccoperat: 


management rendered our receivership provisions essentially useless 


under the circumstance a in which we f ourrd-^ourselves 


s\n 198 3 . The 


\ 


FSL 2Cj did nop x w «nc management tipped off aa to the timing of a 
seizure andfthe mere filing of a public petition at\^hat\:ne might 
wel / have" 


/ 


created panic among depositors and 




on the 


institution between the time the petition waa filed and the actual 


Certainly, it waa critical to 


/ 

appointment of a raceiver. 

: | 

maintaining public confidence in the insurance fund that fSLIC be 
prepared to accept the recei vership . We all agreed that any 
receivership should be handled under federal law and, cf course, 
that meant that the ?HL33 and PSIIC controlled the timing. 


\ 


\ \ 


n 

! t 
' \ 
; 


V\ . 

\ \ 

w 

\ 

\ 

\ 
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HKMORAMO 


It GLrtn. New York Tlaea 
/Beverly Gas 



TO: 

FROM: /Beverly Qa$s*cr£z~ Scnaffa r 

R£: / HadLaon Guaranty Savings and Loan 

OATS: / February 25, 1992 


TOn February 1 L99 2, I spoke witii you by telepnona concerning 

tn« above referenced Arkansas savings and Loan tnat was; cLoaed 

. ' / i i 

during ay tenure as Arkansas Securities Commissioner and Savings 

and Loan ■ Supervisor . We discussed a numoer of iteas during our 
\ \ / : 
ceiepnone\ conversation . aan y of vfticft I was unable to fully/ address 

\ \ / / 

at tnat time due to my lack of specific recoil action of/ matters 


\ 

tnat occurred as aucn as seven years ago 


nave reviewed my persona l and 




■<rrs from 


1985 and L986, reviewed certain documents pertaining to Madison 
Guaranty and spoken wicn Cnaries Handley at tn* Securitiea 
Department, who participated in eacn and every decision concerning 
savings and Loan matters during my tenure. I believe it is 
important trtat I give you tile benefit of my personal knowledge 
concerning tHeae matters. 


~£ — — a — pra c tici ng — at t o r ney - 


:*n Y99-1 


J \ . . 

til expertise m 
securities law. Z was a memoef of trie Mltcdeil Law Firm in Little 
Rock wh icn ^ r bad loined in L97 fl as a law clerk nrtd lactr ao caas an 
associate and partner. Zn 1977. wJiile I was a law student, C 


y 
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a conqr 


ear for 3 iiI-CVUiton wnen h'* was serving as 
Mad first net 3111 Ci'lnton 19?4 wnen : 


his first campaign for elective office as 
My procner. woody 3 a as ect. «no is a Is 


, . . - _ «*« 

J ./ \ \ 

practicing attorney in Fayetteville. Is a long tioa close friend 

I / \ i 

and supporter of 3 ill Clinton's and has Oeen active in Oanocrstic 


party; matters for years. 


I ! 

/ 


x i ! I 

Soaetlme in mid-L984. C learned that Lee Thaihelner. a friend 

\ \ ‘ i 

of .mne\ and law scnaoL ciassosca of ny prccher's. plannee to leave 

\ \ / / 

his post\as Securities Conmlss loner . I discussed w i. -p my orother 


\ 


ay Interest In seeking tne jao Becftus_ 
expertise as \ securities lawyer and. 


wanted 


tV^ tu t 


Id my 


variety of reasons. Z 
was not nappy at tne law firm. Z know Mac my Protner discussed 
this «IM aili Clinton and his then Chief of Staff. 3 etsey weight, 
severs! tines In 1984 and Z did as well. 


In early January. 1983 . Z net with Governor Clinton at the 

- 'V 

Governor's Mansion to discuss in general the kinds of issues facing 

l \ \ \ 

tnei securities industry at the tine. t c was a lengthy aeeting and 


V 


1 do rto-e — r e c a4- l — 


e nci o n — at — arft — of hsv tnqiand loans . 


A f c 


days Later, the Governor called ae at home to tali ne ne* planned to 


appoint me aa Securities C 3 «Btii«tfln#p- 


w ^ * - w- msi — qjve-c — I nod say 


anything aoout ic uncli he had nad a cnance to call the other 

u 
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Maoo Co Jeff Ciron 
Feoruary 25 , 199 
Paq« 3 



for cne joo 


L 


zl 


aw office CO Call ae Wac trie Governor planned, z 



^raonally Veil cnea of nia 


parsons who nad 

d /. 

deqiston. >mcer tnac same w«e^, on rr iday /NJanua r/\l 0 . 1985, Joan 
Rdeerra^/wno w «* Governor's press secracary, called ae ac mv 


a r«sua«\j 


o \ announce mv 


ippoi/ncaanc cnac day and askad oe za get a r«sua«\and picture co 

I I \ i 

c.ne ;Cavirncr's office riqnc away. Mamoars of ay Law* firm often 

I f i i 

asked me aoaut cno appointaene and Z declined Co snare wl.cn cnea ay 

i i 

conversations wun 3111 Citncon. On cne day Lc was/ announced 

\ \ / / 

nowever. 2 cold cn« monfiers of ay law firm. Includ'lnc; John Sellc, 

\ \ / / 

of\cne Governor's dec-sion. 2 Oeliev® cn is is now Jonn Saliq 

\ \ / / 

learr.ed\of ay appointment. 2 do not belleve/fte learned aoouc lc 

\ v ~y \ 

from .Jim hcCouqal and 2 am certain I Scn^wr of one appointment Idnq 


2 co noc believe Jim KcDouqal, a man I fiav« never aac, Mac 
anycninq co do w l on ay appoincaenc. If fte ever claimed ne did, I 
believe ne wea blawlnq one usual noc air cnac pollutes one 
environment in cne scaCe capital. 2 would nave paid no attention 

n V\ . 

co | Jonn -Seltq or any ocner oeatber of my law f v irm wno claimed co 

: \ \ \ 

know anycninq aPout my appointment. I did nacj see >c and in fact 

i V J \ 

d iscouraqeu — rnvo-rvenencmY CTTe Taw elm 1 n my appointment. mere 

\ 

are many reasons wny 2 felC cnac way but suffice iC CO say t.tat I 

aoupn c :ne_ggoo Lntaanc far ayaa L t nnc for Cbe Law, f-irov. I did not 

rec urn co one firm wnen 2 left We Securities Oepartaent in 1991. 

I / 

u 
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apparently J^McOouija 1 waa claiming ne 


didl/ Me *aa daeply Involved in a Pualness xrinatciion uv:n 


sn 


letffieid Nelson. 

-■/ ■/ 


rc Involved Madison Guaranty Savings\ and Loan. 


r * nn m 


Z believe CJlaries Handley is awara o f tne transaction andlc.nere aav 

! ! \ \ 

te la public file at Securities Department. Z aentian cnis onl 


r 


so {tnat you fcnow wny t believe tnat Sheffield Nelson was and is In 

i 1 1 

a position to advance, witn soma degree o f specificity and 

\ / / 

De 1 ievaoil i ty , a distorted and r a 1 iclrua version of tne events and 
\ \ / / 
circumstances surrounding mv appointment . / - • 


2 dd not wish to enfiance ay cr edibi 1 1 ty^by dumping Npn soneone 


else. 3uC \ must tell you tnat tne rn i rrr * ^nnh 1 p n r t 1 e mi i * * ; r 1 ^ 
Nelson. Jim McDouge 1 and Madison Guaranty in 198* - not aine - is 
tne one t.lat warrants scrutiny. rty predecessor, wno was a 
Repuollcan appointee, was serving as Securities Commissioner at tne 
time. He approved a clsfcy. speculative real estate deveLacraent 
project at a tiae wnen tne savinga and loan was in dire need of 

— T\ 

capital to aupport cucn a project. Tne savings and loan was net 
required to first increase Its capital Paae and CiXe stapa to oeet 


its mrr^eua — oet — wo c -t n — — Pe-tf-oc 


recelv lnq\ approval to 


proceed witn tne development project. without tie necessary 
capital P ate, tne savings and loan would be unaole t o aoaoro 
potential loaeee fro* Its direct investment in the venture. I 

i j 

; i 
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Page 5 



Oelieye Chac Che varjjunrCnwAy navT^#«iiapprov#<i, i aa s - La par-. 

ie personal financial scr^rn aZ\ m* oucsLia 


s^e c n. 
based upon 

. / . 

:nves:ars/ racier man me Inscibuclan. T DeUsy* mat me v«ncure 

Lacer /proved to be a signlficanc ClnancialX dra\in cn me 


-/ •/' 

Inst l tucian . 


IT^rouqnour I93i . bocn scace and federal savings and loan 

! ; i 

regulacors were preasuring savings and loans pa cals* capital. 
1 \ ' ! 

Many, including Madison Cuarancy, were not anecing meir ainiaua 

regulatory n«c wort.i requ irsnencs . Indeed. Madison Cuarancv was 

\ / 

operating under a Supervisory Aqraananc wtw me ; fHLSB wnlcr. 


cotno £ lance I CM those raquirananca . 


required \phem to take scape Pa brln^^me association tnca 

wyn aug — Oapart aan: was 

acoroached by Che Rose Law Tirr in I9B5 about. a plan lor Madison pa 
issue preferred stock. L believe Wat Charles and I born Celt that 
me savings and loan was making an effort Co address their oovious 
lack of adequate- cap t ca L . buc we Mart some concerns abouc wnemer 
We savings and loan laws authorized me Issuance of preferred 

stock. .Charles Handley is noc an attorney and\ although I relied 

■ \ 

heavily on his advice on savings and loan matters, \ I believed U:a 

matt ar-— waa_a vary r-nw — Legal Issue — b a c — had" to \oe creaced as 

such. I am confldanc after looking at me atacutes again mis 
we«< . wat our incerpreca cion of Che law waa absolutely carreer. 
Assi/scant Commissioner Nancy Jonee agreed with Che Rose Law Tim's 

CCBW* 730 . 


1087 


Memo CO Jeff Girth 

February 25. 1992. 
Page 6 



ooauton ana I be 

. / 


• there art ha? 


fritren notd 


of bars (.v.j. j 


in /the file/xo tnis effect. Although we b<f icialV/ agreed cnac 
yau* *.aw authorized the issuanca of pre l art ad StocX , \^ 9 cautioned 
«ia savings and loan that Lc snould seex the assurance of -ne 

-I ■/ \ \ 

Jeder/al Home Loan 3anX Board (FWL3Q) of Oallas that Che prefer-ed 

If \\ 

stoefc, if issued, would be considered "peraanent capital! stocX" for 

regullatory nec voren purposes. Under SAP accounting,! cne FZIL38 had 
' i 

cercain rules that differed fron GAAP. There are notes In the file 

• \ 

from Many Jonas ( wno is a C.P.A.) to rae indicating ana believed trie 

\ \ ' / 

preferred stoex Madison Guaranty Intended to/ Lscue would oe 

’senan^nt capital stocX* for FHL33 purposes. 




w l C.~ i\ regard to trie brokerage se. f iuT* subsidiary , I 

specifically recall tnat Charles and E agreed that we would not 

consider approving trie activity unleee We savings and loan first 

raised cne capital to bring the savings and loan into compliance 

wicn Its net worth requirements . Charles wanted to use their 

request for approval to engage in broxerage services as leverage to 
r* \ \ . 

insure that they would proceed forthwith to raise the oadly needed 

capital. Although w« were not persuaded that a private aorxec for 

V J \ 

savings and l o an a tcir; t ie s— u f — ’ iia — sui. existed at the t:a«. we 

could not Oe certain. Ef Madison Guaranty was sola to raise the 

capita l, aanv of our concerna a&out the aafetv and s oundness of the 
■ 

institution would be alleviated. A a such . we decided to condition 


U 
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our approval of^^appL lea cion Cor a servibe^cocporacion co enqaqe 
in oro^eraqs/acrivl ties on Che savinqs and loarNf irsc V* iainq cne 
capital co/brlnq them inco requlacary corapi ianca . \TA "wild card* 
pravri 3 ion was added co cne scace savinqs and loan\ laws oy the 
L eq is i a cure in 1969. It is c.nis provision cnac clearly allowed 

I \ i 

state cnarcarad savings and loans co engage In any [business 
I j ! * 

practice or accivtcy authorised Cor a federally cnarcared savinqs 

\ : » / i 

and \ la art . In cne mid-1980's, federal savinqs and, loans ware 


allowed co enqaqe in securities brokerage accivi 


=\~-. / 


Asa lscanc 


/ ' / 

Commissioner Nancy Jones believed cnac the savinqs and /loan could 


\n Ncnis 


encage i>n^ this accivicy wicnouc our priar^afpproval .\^ cnar les 
Handley* sndv^cook cn« posLcion, however, cnac 1c we a noc a pre- 


approved accivicy and cnac cne savings and loan could noc do ic 
wicnouc our prior approval. Thus, w« gained Che necessary leverage 
Co insisc on an immediate infusion of additional capital.) 


Madison Guaranty apparently abandoned Che effort co Isaue Che 

_ r\ 

preferred scock shortly trteceaftec. alcnouqn I do \noc specifically 

1 i \ \ 

recalll beinq cold Che reasons. Before Che ssvtnqsi and loan could 

V. ; x 

nave 1 otte red or sold Che prefarr^d acock Lr v at^regairad by cne 

state securities laws co file a disclosure document, wlch Che 

\ 

securities reqiacraclon division of our office. The transaction 
would have been suo^ecc Co our revlow and approval as Co Che 
adequacy of disclosure Co pocencial investors of Che preferred 
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stocfc./ ho Clltnq aad^ “Jtfic* we had q.bv«n cn* sevlnqs 
and I^oan onlvXfntil Oeceatoar 31, I9fl5 (a matter of aoncfts ) to raise 
tne/capitaa and tney w<ri not able to do’ sa, tbe^savings and loan 
never enqaqed In brofceraqe activities. 


■ 


\ 


I Cali co see now our nandlinq of bbes* lacters piacad 

I : ! • 

depositors ac ris* or furthered Che deals* oC Madison Guaranty in 

\ ; ! 

any way. Obviously, LC the aavinqs and loan bad been able co raxaa 

\ » ; / 

the capital, both scats and Codsral requlacors would/ navs bssn 


ZZ noc, the smwinqa and 

\ / / 

would not enqoq* in broKersq* services Cor even/ a day. In 


relieved of a i«1or sourca of concern 

\ \ 

loan 

\ \ 

fact. re d\<Z noc. 


I do noc believe Choc cn* invoivesenc of Che Rose Uw In 

tries e aacters influenced Che Oepartaenc'* decisions in any way. My 
staff was involved deeply In the decision saXinq process and eacn 
decision bad a statutory basis. Our Oepartaenc acted neither 
favorably toward t no savinqa and loan, nor arbitrarily or 
caaciclously . He acted reasonably. \ 

I \ \ \ 

I \ i \ 

Dv- e re ■ pr l nq -q f 19 86 1 w e bad n u aerov^-conversatlons w cn the 

rut-38 af Oallas about Madison Guaranty. w® werev all quite 

! \ 
concsrn ed about matters tnat nod surfaced during me eo st recent 
/ 

exaamaclon of tne institution. Its net wortn was furtnsr ecodinq. 


t / 

u 


CCBW-783. 


1090 


Meno to* Jeff Girth 
February 25. 1992 
Page 


re^ gne fin dlnqs of self-dealing and inaider 
rectors of the inir^cucion^ppearad co oe 
coratfiec* Ly/ioralnaced by Jia McOougal. The service \ orporaciona 
(nope of/wnlcn were approved during ray tenure) w<kci draining the 
astitucion. It was during this cina cnac cne FHtiaa iouqnt our 
advice and approval aa co cne proper regulacory course of ac“ ; on 

I I 1 ! 

«e all agreed Chat 1c was cricical co remove JLa McOougal! iroo cne 

1 i ! j 

Institution. It was decided ca s««tc cite voluntary ousting of 







McOougal first by aeana of a Conaenc Cease and 0 «clsc Order. 

' \ / • 

Absent \canaent , cne FHL38 would see* a formal removal order, vicn 


\ \ 

C.ne Sea ca' s full agreement and conaenc. 


>On .ruly\li, 1986, Cha r las Handley ann I flaw co Palla s co aeec 

witn cne FHL^3 and ths Board of Olrsctors of Madison Guarancy (the 

"seeing was originally scheduled for July 24, 1986). waiter FauiJc 

was Che Principal Supervisory Agent In charge of the meeting and 

Karen Bruton attended Che seating on behaLf of the Enforcement 

Oivision of FSLIC in WesnLngton. O.C. The Madison Guarancy aaard 

Mad—, been summoned to Oailaa to discuss Che \ V C Lndinge of the 
: \ \ \ 
examination . Jla McOougal did not attend. Jana Selig and Brecic 


Spe«d\accended cne meeting on behalf of Che Madiaon Board. 


ern 


June. 1986. Jonn Selig nad asfced our Department for forbearance on 
, \ 

• \ 

certain concerna we had raised with Che association \aoouc its 

direct investments in Its service corporaticna. The savings and. 

, / 
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to address mV~Tsatce^ by Ap^ii, 1906 . w« 
• , 1936 request b«cauw we knew men mat 

\ \ 

y. 19&6, McOouga 1 would pe gone and -the issueXvouid b« moot. 1 



At /me meeting, we jointly confronted me 3oard vim me 

/ \ i 

findings of self-dealing and insider aCuae Cohere are handwritten 

! I | 

notea of mine in the file from me July 11, 1986 meeting). The 

3oard wee presented wim a Cease and Cos 1st Order mat. among otner 

*. \ 

things, called for me Board to firo Jim McCougai end. ocrier family 

\ . ' - 1 

memoers. \(A copy of me Order is m one files of me Arkansas 

\ \ / 

Securiti'es Department.) It w aa a long and con f roots tional meeting. 

\ \ ^ V 

TMe Madison Guaranty Board raeaoers and-^tr.eir lawyers appeared 
stunned. OnW^of them, Steve Cuffman. an attorney, acted very 
resaonsioJLy and sooerly. He indicsced me Board would likely 
consent to me entry of tno Cease and Oealst Order. Jonn Seiig 
indicated mat me Board would cooperate Put would like a few days 
to review cne order and work on minor revisions. I Oelleve me 
arcec— was entered m« last week In July, 1986. AC me same time, 
me savings and loan was placed under another Super'/ 1 aory Agreement 
mac requ ired approval from Oallaa of every suaaeg uent decision of 
any significance. 


far a 
institution . 


few months, Steve Cuffaen essentially ran me 
Later, Toarmy Tranthan was hired by a new Board of 
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Madison Guaranty and — approved - py— the Oa lias Sank to babysit che 
ins^f^cucion^^ F5LXC round so«e money co-pay off depositors . 

1907, we^ecaived an annual audit for calendar year 1986 reflecting 
Chat Madison Guaranty w ntt Insolvent. Shortly thereafter. w« asxed 

that ‘the institution be trsnaf erred to the FSLIC on\ thel grounds of 

! ! \ 1 

its insolvency. There can't be anyone Left In America wno doesn't 

i f i i 

Ijnow: by now that FSLIC was dead broke in 1966. Madison Cuaranty 
I : i i 

was the least of thalr problems. Further, since Jls McOougai had 

’• \ •' / 

been '.removed from the institution. Chare wae little harm done In 

\ ! I 

Letting It sit. as did hundreds of others, while new aanageaent 

\ \ . / ' / 

searched for ways to salvage its worthless assets. j 

\\ . v 

'"I OXl^ieye that ay office did ^vwryrn inq pam* i ■> i ^ rfnr mg ay 

tenure to deal with Che savinqs and loan disaster In general and . 
with Madison Guaranty in particular. State law requires that an 
Institution that is insolvent or operating in an unsafe or unsound 
manner be placed in receivership and that Che FSLIC be appointed 
the receiver. If FSLIC refused (which we were told It would on 

several occasions), we could nave asked cne\^court to appoint 

‘ * '< \ 

another receiver. However, there would be no depositor payoff end 

we wee s obviously worried aoout trigg er-* panic around the stats 

\ 

aeong depositors of bath stats and federal savings and loans. 
State law does not provide for the re eovsl of off icers «nO 

directors of savings Institutions . Federal lew does, however, and 

/ 
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fougnc bitterly ov«r cne timing and aanner of cnelr disposition . 


w« repeatedly aaxed cn® FHL3 B Co transfer insolvent Lna ci rue Iona to 


trie FSLZC. Indeed. t.be files aC tn® Securities 0«p*rca«nc reflect 

\ / 

a letter in 1987 from a® co cne Oiracccr of FSLIC in/ Washington. 


cnes® matters since all of cn® Lnecicuclona w«ra federally Insured. 
Federal law grantod cn® federal regulators acaoLuco aucnoricy Co 
seize a acace cnarcared association witnouc prior approval of cn.® 
scare regulator. Cn 1985. ac our urging, cn® rHL33 seized scace— 
cnartered Guaranty Saving® and Loan in Harrison. ArXonaaa. 7n® 

institution au®d cn® State, cn® FKL30 and F3LIC Claiming tnac FSLS.Z 

I \ - 

could not CaXe ov®r cn® inaclCution unlaaa cn®\ abate regulator 
f!lrs^ _ went to staca court to appoint a rec eiver. Tn® ELI g n cn 

Circuit Court of Appeals upn®ld our acrciana . and found tnac federal 

• \ 

Law pre— e*ot#d acat® law on cnee® necters In tn® ca«« of any 

conflict. Th« ruling In tils cast Influenced our lacar decisions 




r«cai voesnip • 


How® v« r . 


I believe cn a 


regulators bad cn® afao lute 


V 

final , say-so on 
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not co/ proceed wtcn^ 
FHLEd and FSt 



el 've i 1 jhieu wlcnouc Che concurrence of tn« 


I rninfc all oC us wno had rsspona ibility for savings and loans 

/ \ \ 

-discing Che 1980 's feie overvnelned at Claes and \LacXing in the 

i / \ 1 

necessary power, aucnorlcy or resources co act as effectively or 

1 i i ! 

decisively as we aigrte nave under ordinary circuastancee . wnila t 

I i ^ 

never find ic hard to defend cne decisions we oade at cne ciae or 

\ \ ■' ! 

cne actions we too*. I of can find chon hard co expiaxn. 

\\ /•/ 

\ I \tope ay enougnts nave been helpful in clarifying our earlier 

\ \ / : 

conversation. Please Lee ae know if can be\ of further 

asnstanca . N 


385 : sa 




\\ 
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STArrxzsr or bevzrlt eassztt schajtzr 
FORMZR ARXAirSA5^STATZ SECUSmsS^COMMISSIOHER 


198 4 , I was a practicing attorney wrth expertise in 


cad^. 


securities law. I knew Bill Clinton far over a decade, at tie nine 

< / . . \ \ 

I acolied to be securities Commissioner . My brother Weedy Bassett 

■y \ 

is a/long tine close friend and supporter of Bill Clinton's and has 
I been active in Democratic party matters for years. 

/ - Sometime in mid-1984 I learned that Lee Thalheimer, a friend 
of. nine and a law school classmate of nv brother's, planned to 
leave his post as Securities Commissioner . I discussed with my 




nv interest in the job. X knew that nv brother discussed 


this with Bill Clinton and with his then chief of staff, Betsy 


* right . 
\ \ 


n early January, 1985, I met with Governor Clinton at the 


\ 


Governor's Mansion to discuss in general the kinds of ^issues facing 

V'\ ^ 

the securities industry ~ a --a £ " 


at the time, the ^primary focus ct toe 

department,/ It was a lengthy meeting and — -I — do — not — tec a if any 

mention at all of savings and loans. After this meeting on 

1/16/35, Bill Clinton announced my appointment as Commissioner . 

Z did not seek and in fact discouraged involvement by the law 

firm in my appointment. I do not relieve Jim McDougal, a man I 

Jiave never met, had anything to do with my appointment^ 

I Although we agreed that state law authorized the issuance of 
\ \ 
preferred stock, we cautioned the savings and loan that it. should 

seek^_ the assurance of the Federal Home Loan Bank 3oard £FEL33) of 

Dallas that the preferred stock, if issued, would be considered 

’’permanent capital stock” for regulatory worth purposes. 

^ CCBW-881. 


1096 




Wihh regard to the brokerage services subsidiary, ary* stad^anxf?^ 


I decided to condition o ur approval of an application for a service 
corporation tp^-engage in brokeragT^activitiBs on the savings and 


i 


first raising tie capital to bring them 


\ 


.to regulatory 

/ / \ \ 

ccnDl ranee. Madison Guarantv apoarentlv abandoned tie effort to 

‘ / ‘ \ \ 

issue tie prererred stock shortly thereafter. No frling\was ever 


/ 


made . 


\ 


I do not believe that the involvement of tie Rose Law Rim it 


these matters influenced the Department's decisions in any way. My 

; i i 

staff was involved deeply in the decision making process and each 
decision had a statutory basis. Cur Department acted neither 
favorably toward the savings and loan, ncr arbitrarily or 
\ capriciously. We acted reasonably. j 

liendar/Vear 1986 
Shortly 


, In 198 7, we received an annual audit for caier 


reflecting that Madison Guarantv was insolvent/ 

\ \ ' / \ 

therearter, we asked that the institution be transferred to\ the 


\ \ / v 

TSZZZ cm tne grounds of its insolvency. There can't be any cue left 


in America who doesn't known hv new that RSL1C was dead broke in 


1986 . . 

I believe that my office did everything possible during my 
tenure to deal with the savings and loan disaster in general and 
with Madison Guaranty in particular. State law requires that an 
institution that is insolvent or ooerating in an unsafe' or unsound 

J \ < . 

manner be placed in receivership and that the FSLIC be appointed 
, \ > ■" 
i the receiver. However, there would be no depositor payoff and we 

^ — ^ ___ y \ 

were obviously worried about triggering panic around the \ state 

among depositors of both state and federal savings and loans. 
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State/ law does not provide for the removal of officers and 


\ 


directors of savings institutions . Federai-daw does, however, and 

A . 

we deDend 


/ 


=avily on the cooperation of the FHLS 3 of Dallas to 


exercise/this author! tv. I believe we worked well wihh the FH.^ais 

/ / \ 

/in the case of Madison Guaranty and roved quick! v to remove the 

/ / 

source of the Droblem. 


jz We - repeatedly asked the FHL33 . to transfer insolvent 
institutions to the FSLIC. Indeed, the files at the Securities 
Department reflect a letter in 1987 from me to the Director of 
FSLIC in Washington, D.C. pleading with the FSLIC to place three 
institutions , including Madiscn Guaranty, in receiversnip. 


However, I believe that ultimately federal regulators had tne 
absolute final sav-so on these matters since all cf the 
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RTC 

Resolution Trust Corporation 
730 • Kansas City Office 
CRIMINAL REFERRAL FORM 

CRIMINAL REFERRAL # 730CR0196 

1. HAKE AND LOCATION OF FIHAHCI AL INSTITUTION 

Hwie//: HAD ISON CUARANTY SAVINGS 6 LOAN 

Location: 16TH AND MAIN, P.O. BOX 1583 

(StC8«c/Clty/Stat«/Zip) LITTLE ROCK, ARKANSAS 72206 

CERTIFICATE NUMBER: 

If activity occurred at bcancii offlca(a), plaaaa idantify: 

2. ASSET SHE or FINANCIAL INSTITUTION: 5113.855,000 

3. APPROXIMATE DATE ANO OOLLAA AMOUNT (PRIOR TO ANY ALLOWANCE FOR RESTITUTION OR -RECOVER!) 
OF SUSPECTED VIOLATION: 

Data: April 4, 1985 
Amount: S SO, 000 

4. SUMMAAT CHARACTER! IATI0N OF THE SUSPECTED VIOLATION. Chack appropriata box(aa) 



□efalauon/E/nbc&Jcmeni | 

1 

Bnberr/Gratuxy 


Qwxk Fraud 

i j Bask Preud 

X 

Falsa Smtmcoi 

* 

.Misuse o i Pacinoa or Self Destiny | 


Credit Card Fraud | 

c j Goaio racy 


Cheek Kjiwy 

L 

Myeicnout 0i*appe*/vncv 


Moner Li underlay l 

| ( | Miotroropruuon o ( Funds 


Aoplieabla Sactionia) of tha U.S. Coda: 


x i| 

18 USC 2 | Aidiny a Abennty 


18 USC 1030 

Computer Prrud 

I 

18 usc m 

Concealment o 4 Assets I 


If USC 13*1 

Ms8 Fraud 

l| 

18 USC 213 

Snbenr/Gncvirr 1 


18 usc no 

Win Fraud ' 

X ll 

I 18 USC 171 

Cooiwrucr 1 

X 1 

11 USC 1344 

Rank Fraud 

x il 

| 18 USC 454 

De/elcataon/Erabcxxkmeat/Mdusa of Fouiioa | 


IS USC 1621 

Fen»*y 


| 18 USC 1001 

False Slats ox bi to Federal Aeency 1 


IS USC 1951 

Rnekctecnny 

II 

| 18 USC 1006 

Faba Hour 


If USC 1956/1957 

Money Lsuadcnny 

x ! 

| 18 USC 1007 

False 5 la leaxnt /Document 


U USC 2113 

Catrnnt Rnsncul lost. v/lnru to 
Corn nut Petooy 

h 

| IS USC 10U ; 

False Statement to Finsoctai [nsurutioa 


18 USC Dl< 

TrasMportstaoe of Sloica Goode, j 

SerumaA. Mover 

U 

I 11 USC 1029 

Credit Card Fraud 





5. THIS MATTER IS BEING REFERRED TO: 

FBI > Litt la Rock, Arkanaaa a 

U.S. Attornay, Eaatarn OLatrlct, Littla Rock, Arkanaaa 
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Madiaon Guaranty Savings fi loan 
Criminal Referral ^730CR0198 
August 18, 1993 Pag# 2 


C. PERSON ( S ) SUSPECTED OF CRIMINAL. VIOLATION: Ccmplats subparagraphs la) through [#| on 
•ach Individual suspected of criminal activity. (If oora than on#, ua# continuation 
ahaat). Inciud# primary suspects only. Individual! who may hav# knowledge of th# 
auapoct criminal activity, but who ar# not thama#lvaa auap«ctad of being involved, 
ahould b# liacad aa witn#aa#a under Item 10. Provid# any additional d«talla known with 
r#ip«ct to prior rafarcala or af f LI lat Iona . 


a. SAKE J (Tlrat/MI/Laat) 

ADDRESS: ( Street/City/State/Zlp) 

DATE or BIRTH: ( Month/Day/Year ) 
SOCIAL, SECURITY NO: 
t>. R«lationahlp to th# financial 


McDougal, Jam# a B. 

Currant Addreaa Unknown 
8/25/40 
431-74-5041 
Inatltutiom (Check all applicable block#) 


x~ 

1 Ofr<«f | 

j E.-ntNoy** f 

j | Broker 

X 

1 SkinaoUar j 

| 1 Acrreiaar j 

X 

| Director 

| 1 1 

b_ 

j Borrower t 

X 

{ Acanii Holder j 

| I | Otwr/C08 ' 


la person atili affiliated with th# financial institution: 

Y#a r so 

If Ho, terminated , resigned X Oat# ( Month/Oay/Yaar ) : 

Oaacrib# circumstances: (If necessary, ua# continuation sheet) 

McQougal resigned from the Board of Olractora in December 1985: however he 

remainad active in the Aieoclaeion' a day to day business via his involvement in 
it’s wholly owned subsidiary, Madison Financial Corporation. H# was removed from 
any further affiliation with th# Aeaociaclon by th# Federal Home Loan Bank In 
July 1986. 

PYior or related refsrralsi 
X Yae Ho 

If Yes, please identify. 

McDougal wae indicted, tried and acquitted in 1989 on bank fraud chargee stemming 
from the Castle Grands loan tranaaction funded by Madlaon Guaranty Savmge t 
Loan. In addition, PTC Inveet igations hae suboittad the following criminal 
referrala naming McDougal aa a suspect: 

1) FC0004, submitted 9/1/92, alleging McOougal’s involvement In an elaborate 
check kiting sch#m# perpetrated through varioua account: at MCSCL. 

2) F730CR0190 alleging McDougal* a involvemenc in . a scheme to divert loan 
proceeds for the benefit of Jim Cuy Tucker. 

3) F730CR0192 alleging McDougal* a participation with J.W. FuLbclght in an 
alleged scheme to embezzle and/or kite funds through MGS CL accounts. 

4) F730CR019S ailsgmg McDougal’ s abuse of position and conspiracy to defraud 
MCSCL of over S8 million in funds channeled into and through it*s 
subsidiary, Madison Financial Corporation 

Is person affiliated with any other financial institution; 

X Yes Ho 


or business 

X Yes 


enterpr ise : 
Ho 


If yes to either or both, please Identify. 


<-,01035 


McDougal was the principal ahareholder and Board Member of Madiaon Bank 6 Trust, 
formerly the Bank of Kingston. 

HOUSE 

McDougal is a principal In the following business enterprlaesi 
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Maoison Guaranty Saving* & Loan 
Criminal Rafarral *730CR0194 
Auguac 18. 1993 Paga 3 

■ Madlaan Marketing 
McOougal « A**ociac** 
flowerwood farm*. Inc. 
Pembrook Manor. Inc. 
Croat Southern Land Co. 
Smith-Tuckar-McOougal 
King* River Land Company 


designer* Construction 

Madison financial Corporation 

Vhita Water development Corp., Inc. 

Rolling Manor, Inc. 

Tucker-Smith-McOougai 

Smith- McOougal 

Lion Oil Company 


001038 s1 
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Madison Guaranty Saving* 6 Loan 
Criminal Referral /730CR019S 
August 18, 1993 Page 4 


6, PERSON ( S J SUSPECTED Of CRIMINAL VIOLATION: Cocnpieta aubpar agrapha (a| through (a] on 
•ach Individual auapected of criminal activity. (If aor* tnua on*, ua« continuation 
ah«*t). Includ* primary auepecta only. Individual* who aay hav* knowledge of the 
auepect criminal activity, but who art not themaelv** auapected of balng Involved, 
snould b* Hated aa witnesses und*r It*m 10. Provid* any additional details known with 
reapect to prior rafarrala or affiliation*. 

a. NAME: (rlrat/Ml/Laat ) Paacock, Charlaa Iir 

ADORESS : ( S t r**t/Clty/S ta t a / 2 ip ) Rt . 2, Box 219 

Bald Rnob, Arkansas 72010 


DATE OF 8IRTH: ( Mon th/Day / Y* ar ) Unknown 

SOCIAL SECVRITT NO: 431-68-9294 

b. R*latlonahlp to th* financial Inatltution: (Chack all applicable block*} 


j | ocr«r | 

| | Empio j%m 

T 

Broker 

| X | SWtfcokler ( 

| Apyn^er j 

I X | Ouxtw 

1 

1 * 

Bomnw 

j X i Arcow«i Holder ( 

I 0»6*t rpmc-Jy 1 


c. la person atili affiliated with the financial Inatltution: 
Taa < No 


If Mo, terminated . resigned . Data (Month/Day/f aar ) : 

Daacriba circumstances i (If necessary, uea continuation anaat) 

d. Prior or related rafarrala: 

fa# No 

If Tea, pleas* identify. 

a. Ia parson affiliated with any other financial institution: 

tea ____ No Unknown at chi* time 


or business enterprise: 

X Tee _____ No 

If yas to either or both, please identify. 

Charles Peacock III la a principal in the following business anterpriaee: 

Peacock Financial Corporation Paacock Farm* 

Peacock Srother* Company XtD Landacaping 

Dixie Continental Leasing 


0010^7 

HOUSE 
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Madison Guaranty Saving* 4 loan 
Crunrui Referral *730CR0194 
Auguat 18, 1993 Page S 


6 . 


PERSON (3) ^SUSPECTED or CRIMINAL V10LATI0M! Complete subparagraphs (a) through (*| on 
each individual auapactad of criminal activity. (If mora than on*, uit continuation 
sheet). Ineiud# primary suspects only. Individuals who may havs knowledge of the 
suspect criminal activity, but who ars not thomaolvoo suspected of being involved, 
should bs liatsd as witness**' undsr Itsm 10. Provids any additional detail* kno%m with 
rcepect to prior esfsrrala or affiliations. 

a. HAKE: ( rirat/Ml/Last j Bill Clinton Political Committs* Fund 

Account S 81*313 


ADORXSS: ( Strsst/City/Stats/Iip) 

DATE or BIRTH: (Month/Oay/Year ) 
SOCIAL SECURITY NOi 


Bank of Cherry valley 
Cherry Valley, Arkansas 

Not Applicable 

Not Applicable 


Relationship to the financial Institution! (Chsck all applicable blocks) 


| Officer j 

[ | | 

| Broker ( 

1 | Skirt Sold* r | 

| Appreucr j 


Director 


A|t«i 

r 

0onu»u 


Acodvu Holder 

X 

Rxcrprcat of tlUfed 
mtuoproonatad funds 


c. la person still affiliated with the financial institution! 
Yes X No 

If No, terminated , resigned . Oate (Month/Oay/Year ) ! 

Describe circumstances! (If necessary, use continuation shset) 


d. Prior or relatsd rsfsrrala! 

X Yea no 

» - 

If Yss, plains identify. 

On Septsmoer i, 1992. RTC Investigations submitted criminal referral /C0004 in 
conjunction with Madison Guaranty Savings 4 Loan, and an elaborate cheek kiting 
scheme involving accounts tied to entities relaeed to McDougal and hie business 
associates . 

e. Is person affiliated with any other financial institution) 

x Yea No 

3111 and Hillary Rodham Clinton were borrowers at Jim McOougai’s Madiaon Bank and 
Trust of Kingston, Arkansas; the loan wae in the name of Hillary Clinton, 
although Me. Clinton has previously stated that the funds were used for the 
benefit of White Water Development, a business partnership between the McOougaia 
and the Clintons. The Clinton's were further affiliated with the Bank of Cherry 
Valley chrouqn real estate loans obtained by their business interest. White water 
Development, Inc. 

or business enterprise! 

X Ye* No 

If yea to either or both, please identify. 

White Water Development. Inc. 
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7a. EXPLANATIOH/OESCRI PTIOM or SUSPECT 13 VIOLATION. Provide a brief narrttlv* description 
of the activity giving rise to the referral. axplaining what La unuaual or irregular 
about tha transaction. Oataila wlLl ba provided latar in tha torn. The purpoaa of 
this paragraph ia to provida a tuaueary daacrlptlon of tha ovarall transaction. (List 
applicaola account numoers. > 

On April 5, 1985, Madison Guaranty Savings fi Loan fMCSGL*), an Arkansae scats 
chartered inacitution, mada two loans totalling $347,000 to Charlaa Peacock III, at 
that tins a aharanoldar in. and former diractor of. HCSGL. The rsauleing lota auacainad 
by tha aasociacion exreeded S<340,000>. Loan *2406 for S297.000 to Pstcock's ccopany, 
OLxia Concinancal Laaaing, was allagadly for tha purchaaa of 29.77 acras of Land 
aouchaaac of LLctls Rock (a portion of tha subdivision known as Mapls Craak rarms), and 
loan *2354 for SSO.OOO to Charlaa Paacock III, collataraLlzad by commercial air 
conditioning equipment valuad at S273.000, was atipuiatad for ’business* purpoaaa on 
tha loan application. Howavar, documents containad In tha aa aoeiation * a fllaa 
aatabLLsh chat tha loan procaada wars actually lntandad to aarva «« tha down paymant 
on tha aforamanclonad 29.77 acraa. For tha purpoaaa of this rafarral, tha allagationa 
conumad. harain will involva only loan *2354 far $50,000, although It ia strongly 
recommended that tha $297,000 transaction ba thoroughly civiawad far pocantial fraud 
aa wall. 

Whan loan *2354 was funded via cashier's c hack on April 4, 1985. ona day bafora tha 
Loan docunanci wars actually signed on April 5. Charlaa Paacock remitted only $38,940 
to tha closing agant, Quapaw Titla Company, on April 5 for tha purpoaaa of preparty 
down paymant. 3y Paacock* a own admission in an April 1987 deposition (aaa attached 
exhibit), these funds wars subsequently diverted by JLa McCougal, who "made a down 
paymant on cha 145th Sense Proparty* involving *JL« Cuy Tucker and lavartl othar 
paopLa chat ara involved In it... So it was ail kind of a c ied-cagechar oparacion.* Tha 
property identified by Paacock ia commonly rafarrad to aa Caacls Grande, and did in 
fact involve Jim McCougal, Jim Guy Tuckar, Seth Ward, and several ocher Madlaon 
Cuaranty Savinga C Loan insiders. RTC love at lgac Iona strongly racommenda that tha 
diversion of these loan procaada for cha down payment on tha *L45th Street property* 
ba further investigated in conjunction with this rafarral. 

Prior to funding S38.940 of tha SSO.OOO loan procaada to Quapaw Title Company on April 
5. 1985^. Peacock allegedly dLverted S6,000 from tha procaada to purchaaa evo cashier’s 
checks on April 4, 1985: check numbers Q2497 and Q2498, drawn on HCS6L account 
*7001312. Each check uai in cha amount of S3, 000, each was purchased in tha name of 
’ either a paacock relative or business associate, and aaeh was payable to 8111 Clinton, 
individually rather than tha 8111 Clinton Political Committee. These two checks ware 
subsequently deposited to the Bill Clinton Political Committee account (*61-313) at tha 
3ank of Cherry Valley, Cherry Valley, Arkansas. Paacock allagadly want so far as to 
purchase cashier's cneck *Q2499 in tha amount of $4.00 to cover tha 52.00 aaaeaaoanc 
for checks *Q2497 and Q2498. At tha time chase cashier's checks ware issued on MCSfiL's 
account *7001312, it was overdrawn by S<46 , 881 . 2 4> . 

On cha same day, TLowerwood Farms, Inc., an entity owned and oparacad by James 8. and 
Susan H. HcOougal, issued check *000192 to Madison Cuarancy for S3. 000: this rafarral 
re- incorporates cha allegation contained in previously submitted RTC criminal rafarral 
*CQ004, cnac chase funds ware used to procure HCSSL caahiar'a check *Q2496 for $3, 000. 
purchased in tha name of former senator J. W. Fuibrlght and payable to tna Sill Clinton 
Campaign Fund. According to information obtained from an interview with- Jamas 3. 
McCougal, conducted by former Special Inveac lgac iva Counaal Jeff Camsh of Cha Memphis 
law firm 3orod C Huggins, hired by cha HCSGL Board of Oicactors in lata 1986 to 
investigate cha McCougal 'a activitiaa at tha chrLft, HcOougal admitted Chat ha had bean 
‘signing documents* for Senator Fuibnght *fbr twenty years*, landing a strong degree 
of probability chat tha cashLar's check in question was in fact purchaaed by HcOougal. 

• and obtained in conjunction with tha two chacka from Paacock, as evidenced by tha 
sequential order of tha checks (*Q2496, 2497, 2498 and 2499). It should ba noted that 
tha signature on tha Flowarwood Faroe check is allegedly that of Suean HcOougal. 
However, it beara no reeamolanca to Ms. McOougal's signature aa it appears on numerous 
ocher HGSCL documents. 

In addition, check *688 for $3,000 payable to the Sill Clinton Campaign Fund was l««u*d 
from Jamee 8. HcOouqal ' a paraonal account on April 4, 1985, alqned by §UX*Q HcOougal, 
which appears to ba her actual signature. Ae prevloueiy referenced £rr c S?C criminal 
referral *C0004, this check waa written on the McDougal'a account when the balance wae 
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at a negative $<7,897.73>; th* cneck wai fore* paid. allegedly on McOougal'* authority, 
subsequently overdrawing th* account to $<10 , 837 . 73>. Both tha check from McOougal* • 
pacaonal account and eaehier'e check FQ2496 war* dapoaltad Into tha same Bill Clinton 
Political Cotnmittaa account at tha Bank of Charry Valley. 

Tha 550.000 loan to Charlaa Peacock III, from which $6,000 In campaign contr Ibut icna 
were miaappeopr iatad, raaultad In a $48,300 loaa to tha aaaociation. Tha $273,000 
worth of commercial air conditioning unite collateralising thla loan wart appraiaad at 
$1,500, and ultimately told aa salvage on fabruary 12, 1930, to Little Rock commercial 
air conditioning contractor John May, thue reducing tha 530,000 dabc to $48,500. Thle 
appaara to b* axcaaaiva depreciation for auch allegedly high dollar commercial 
equipment, aubaaquantly landing credibility to allagaciona of fall* statements on the 
original value of tha collateral, and an implied intent to defraud federal examiner*. 
Aa noted in the examiner 1 * workpaper* contained in the 1966 thrift exam, "these a/e 
unit* were purchased by Chae Peacock at an auction of new building equipment around 
02 /,83 for a fraceion of their original cost... Mr. Denton (MCSiL loan officer Don 
Denton), however, ia not aware of tha condition, location, or fair okt value of thie 
collateral althougn he doe* know that Peacock la currently in poeaeaelon of SCMZ 
( emphasis added by FHI.8 examiner) of tha unit*...*. The examiner** comment* go on so 
not* that although a loan lose reaerv* wa* probably necessary for thi* loan, the amount 
that should have basn reserved wa* inaatimabl* at th* time. 

Emulating a pattern similar to th* April 4, 19SS campaign contribution* , comparable 
transaction* totalling an additional 510,500 appear to have occurred In both Fsbrjary 
and October of 1985. These teaneactlone coneieted of funde force p*Ld through overdrawn 
MCS&L accounta etyled Madiaon Marketing (a McOougal owned entity), and White Water 
Development Corporation (a partneeehip eonaiaclng of Jim 4 Susan HcDougai, apd Sill £ 
Hillary Rodham Clinton), in addition to fund* from Jim McOougal** personal account. 
The subject check* ware payable to thrift Ineidere and/or McOougal relatives foe 
amounts of 53,000 to 54,500. Th* proceed* from each of th«ae transaction* can not be 
completely traced by RTC Investigation* due to th* involvement of other financial 
lnetitutione over wnich the RTC hae no Jurisdiction. Should these allegations b* proven 
during any ensuing investigation, th* potential loss to tha association from payment 
of campaign contributions could exceed S22,Q00. 

The Arkansas Stat* Cod* i* specific with regard to tha contribution and acceptance of 
campaign fund*. Title 7 (Election*), Chapter 6, Subehapter 2 (7-6-203) of th* Cod* 
■tar** under th* following paragraph*: 

(a) * It shall be unlawful for any candidate for any public offlc*. or 

any person acting in the candidate's behalf, to accept campaign 

contributions in excess of one thousand dollar* ($1,000) per any 
election...* (this amount was amended down from $1,500 In 1990.) 

(b) ‘It shall be unlawful for any person to make a contribution to a 

candidate foe public offlc* or to any person acting in th* 

candidate** behalf which, in th* aggregate, exceeds one thousand 
dollar* (SI. 000) per election...* (again amended down from $1,500 in 
1990) . 

(gj *It *h*li be unlawful for th* Covernor, Lieutenant Covernor, 

Secretary cf State (etc.)... to accept a contribution during th* 
period beginning thirty (30) day* before and ending thirty (30) day* 
after any regular ***elon of the general assembly ... .During such 
period* of time it ihall be unlawful for any person to promise a 
contribution to the aforementioned elected official*.* 

• Th* two 53,000 cashier** checks (/Q2497 end Q2498) , plus MeDougal's personal check ^638 
for 53,000, and Flowerwood Farm* check t 000192 used to purchase eaehler** check *32496 
for S3, 000, totaling $12,000 In campaign contr lbutiona allegedly made on April 4, 1985 

by McOougal and Peacock, were subsequently depoalted to th* Bill Clinton Political 

Committee account (S91-313) at th* 8ank of Cherry Valley. Th* Sank of Cherry Valley i* 
located in Cherry valley, Arkansas, a email community approximately 160 mile* northeast 
of Little Rock. Thle w«« not the only account maintained *t the Bank of Cherry Valley 
with which Sill Clinton wa* associated; whit* Water Development Corporation had two 
real estate loan* with th* bank aa well. The eourc* of fund* utilized WffSeooe of the 
payment* on thee* loan* are diacueeed In RTC criminal referral /C0004. According to 
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inf ormat iort_ obtained from the Arkansas star* Bankinq Commits ion , the same Individuals 
who owntd the 8an)c of Cherry Valley, Roland and Lax Golden, are or w«n :n 

principaii of the ona ban* holding company (the Madiaon Corporation) to wtion James 3. 
HcOouqa 1 aold hit failing Madiaon Sank 4 Trust of Kingston, Arkansas, In aarly 1987. 
In addition, Haurlca Smith, a principal and/or loan officer of Tha 3ank of Chacry 
Vallay, waa allagedly a long tiaa asaociata of and fraquent callar to Jamas 3. 
McDougal , aa notad oy tha MCS4L phona Log racorda. 

Tha Arkanaaa Coda further atataa undar Titla 7, Chaptar 6, Subchaptar 2 (7-5-201) tha 
followmg ‘Definitions*: 

(1) *... "Parson* means any individual, prapr ietarafiip, firm, 
partnaranip, joint venture, ayndicata, labor union, 
buainaaa truat. company , corporation, a a aociac ton , 
committaa. or any othar organisation or group of peraona 
acting in concart...* 

(2) LA) ’Contribution* maana, whathar direct or Indirect. 

~ advances, dapoaita, or tranafara of funda, cantncti, or 

obllgationa. wnathar or not legally enforceable, 
paymanta, gifta. aubacr ipt iona , aaaaaaraanta, payment for 
aarvicea, duaa, advancement a , forbearance, loana, pledge 
or promiae of money of anything of value, whathar or not 
laqally anfarcaaoLa. to a candidate, ccmrnittee, or 
holder of elective office, made for the purpoae of 
influencing cna nomination or election of any candidate. 

Thia referral alleqea that MCS4L owner and CTO, James 3. McDouqal, and HCS4L 
anaraholdar and former Director, Charlaa Peacock III. not only violated their fiduciary 
reapona ibility to their atata chartered, federally inaured thrift, but further 
conspired to miiactrapr late thrift funda for tha purpoae of making lileqal campaign 
cont: ibutiona to tne benefit of Arkanaaa Governor 3111 Clinton, aubaequently violating 
tha af orament ionad atata atatuta. In addition, McDougal further violated thla atatute 
with tha S3, 000 contribution from hia personal account, piua tha S3, 000 In funda from 
hie Flowerwood Farms. Inc. entity, which were allegedly diverted for the purchaaa of 
casnisrja check $ Q249S. 

During the April 1985 time frame In which theae S12.D00 In concr Ibutiona were made. 

■ ~ James 3. HcOouqai and 9111 Clinton, along with their wivea. Suaan H. McDougal and 
Hillary Rodham Clinton, were buaineaa partners in White Water Development, Inc., aa 
previously noted. Alao during April 1985 , HiLlary Clinton, a partner In the Ron Law 
Firm of Little Rock, waa acting aa counsel to Madiaon Cuarancy Savings in their 
r epresencatione to tha Arkanaaa Securities Department. Me. Clinton waa soliciting 
approval for the thrift to authorise and Laaue a claaa of preferred stock, which would 
provide badly needed capital for tha thrift. Thla request occurred during a time in 
wnicn tha thrift v«e significantly below tha required FKL3 capitalization limits, per 
the KPMG-Peat audit dlscuaaed in RTC criminal referral *730CR0195. Other documentat ion 
and memoranda obtained from the MGS4L fllae indicate that thla w«e not the only time 
tnac McDougal and/or MCS4L EVP John Latham requested Me. Clinton’s specific lagal 
assistance In addressing sensitive thrift issues (see attached exnlbita), rather than 
utilising John Selig of the MltcheLl firm, who served aa General Couneel to MCS4L. 

The ccmntunicat iona requesting approval to Laaue a preferred cLaae of itock occurred 
between Hillary Rcdham Clinton and Beverly 3aaaett (Schaffer) (see attached exhlblta), 
a former partner wich the MLtcheil law firm of Little Rock, whom had been appointed to 
her state poat aa the Savings 4 Loan Supervisor by then Covernor 81L1 Clinton. Ms. 
Baaaett had previous knowledge of Hadlaon Guaranty Savings 4 Loan from her tenure with 
. the Mitchell firm. MCS4L records contained a 3/14/84 memo (see attached exhibit ?-l) 
from Ms. 3aeisct to her law partner, JLm Cuy Tucker, regarding J La McDougal and Chris 
Wade* a accivities in conjunction with Campobelio Island and their failure to properly 
comply with the Interstate Land Sales Act (15 O.S.C., 1701). This laaue la addressed 
at length in RTC criminal refecral /703CR0199. In her memo, Ms. Saaaect points outi 

*The failure to comply with the Act In connection with one or two previous 
land development projects is lores evidence that the failure once again to 
comply with the Act was willful and not Just a negligent oversl^HeS* 
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The memo goea on to further not*: 

‘Perftapa juat aa potentially devaatating to th# project la th# poealblllty 
that upon dlacovering th* fallur* o f McOougal and Wad* to oak* a filing 
and determining that they ahould have compiled with th* Act and did not, 

HUD would ***k in injunction agalnat them to fore* them to atop aelllng 
lota or making any improvement a whataoever until they comply with th* 

Act. . . * 

Thia memo clearly indicate* that He. Saaaett had apeciflc knowledge of MCSti, and JLn 
McOougal'* activitiea, and evidence of what ah* termed hla ‘willful and not juat 
negligent overaight* prior to both her appointment by Governor Clinton to the State 
Securitiea Department, and her declaion to approve Hadlaon'a requeat for th* iaauanc* 
of a preferred claaa of atock. Although thia requeat uai approved by th* Securitiea 
Department at th* atat* Level, th* atock wa* never laauad: th* Initial requeat vaa 
allegedly mad* baaed on McOougal** deair# to merge Madiaon Cuaranty Saving* with 
Madiaon Sank & Truat, which waa ultimately reviewed and rafuaed at th# federal 
regulatory level. 

Thia refarrai will aubatantiat* the baaia for allagation* of criminal activity 
including, but not Limited to, Conspiracy, Aiding i Abetting, Mieuee of Poaitinn, 
Mieappropriation of Tuoda, Palae Stateeenta aad/or Documeata to a rimancial 
Iaititutino, Sank f nud, and illegal campaign contribution! m violation of Axkanaaa 
State Code, Title 7 regarding Election* and Campaign Practice*. 
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7o. 


GIVT A CHRONOLOGICAL AHD COMPLETE ACCOUNT OF THE SUSPECTED VIOLATION t (U«* continuation 
ahaec , if necaaaary.) 

• Aalata key events to document* and attach capiaa of thoaa document* 


2/15/Q5 


2/2^85 


4/4/85 


4/4/85 


4/4/85 


whit# Water Development Corporation Laauaa cheek >000132 on account 
>2301515 £cr 53,000, payable to Chria Wada, and allagadly algnad by Ja^aa 
8. HcOougal; however, tha aignatura appaara to resemble that o£ Suaan 
HcDouga 1 , a frequent occurrence, and ona that vaa addraaaad at length in 
RTC cruunal referral >C0Q04. Whan tha check un written, tha whlta watar 
account waa overdrawn S<1,891.03>, bringing tha balance to $<4,891.03> 
whan the check wae £orca paid, allegedly on Jim McOougal'a authorisation. 
Tha check wae endorsed 'for Dapoalt Only*, and deposited to an account at 
American Saving* ( Loan, Yallvllla, Arkansas. laauanca a l thla check to 
Chria Wada, a Madlaon Guaranty lnaldar and MrOougal buainaaa partner, ia 
being allaged aa a potentially illegal campaign contribution. ( Exhibit A— 1 ) 

Check >616 Li issued from Jamea B. McOougal'a paraonal account >000424. in 
She amount of S4.SOO, payabla to hia mother, Lorana HcOougal, and aigtad 
by Suaan HcOougal. Thaaa funda were dlvartad from the proceed# of a 
5351,502 loan grantad to the McOougal'a by MGS CL for the purpose of 
purchasing and ranovatlng a home; procaeda having been daooaited into 
their account on 2/22/B5. Thla diveraion of fund# wai also addreaaed in 
ATC criminal refarral > C0004. Prior to thla dapoait, the HcOougal’ ■ 
account vaa overdrawn in exceee of $<8,000>. Again, the allegation ia tat 
forth that theae funda were potancially utilirad for illegal campaign 
contribution* .( Exhibit A-2) , 

flowerwood Parma, Inc. issue* check >000192 for S3, 000 to MadLaon 
Guaranty, drawn on MCSCL account >2301361, and allegedly aigned by Suaan 
McDougal; however the aignature bears no reaemblanre to ocher documents 
containing Ms. McOougal'a aignature. Thera la no andoraamant on tha back 
of tha check with tha exception of tha *Pay to any bank* atanrp. Thla 
cafacrai alleges that thaaa funda war* utilirad to purchase MGS CL 
caahiar * a check > Q2496 for $3,000. (Exhibit 8-1) 

MCSCL cashier’s cheek > Q2496 for 53,000, payable to *8111 Clinton 
Camoaiqn Fund* and remitted by J. W. Fulbright, is drawn on MCSCL account 
>7001312 (overdrawn by S<46,B81.24> at the time). Tha check la andoraad 
Tor Oapoait Only 31X1 Clinton Political Comnitt a* * . (Exhibit* 3-2, 3-3) 

Check >688 La iiauad on Jamea 8. McDougal’ a paraonal MCSCL acccunt 
>000424, for 53,000 payable to *3111 Clinton Campaign Fund*, aigned by 
Suaan McDougal. The check is andoraad Tor Oapoait Only 3111 Clinton 
Poiiticai Committee.* The check fore# paid on May 3, 1985, overdrawing 
McDouga 1 ’ a account to S<10 , 897 . 73>. (Exhibit C-l, C-2) 

MCSCL caahlar's check > LN2461 for SSO.OOO, drawn on account > 7001347, La 
Issued to the "Account of Charlaa Peacock, III* denoting Ltf > 2354-70 and 
Identifying a UCC-i financing atatamant and coilataral of Air 
Conditioners. Tha check is andoraad by Charlaa Peacock III. (Exhible 0-1) 

An MCSCL countar check for 56,000, payabla to Madison Guaranty, la Laauad 
on account >15253. and signed by Charlaa Peacock III. (Exhibit 0-2) 

MCSCL cashier's chack > Q2497 for S3, 000, payable to *3111 Clinton* and 
remitted by Xan Peacock (MCSCL shareholder, aon and buainaaa partner of 
Charlaa Peacock III), ia drawn on MCSCL account >7001312 (atlll overdrawn 
by 5<46,881.24>.) The cheek La andoraad "For Oepoeit Only Bill Clinton 
Political Committee.* (Exhibit 0-3, 0-4) 

MCSCL caahiar ' a check >Q2498 for 53.COO, payable to "Bill Clinton* and 
remitted by *0ean* (actually *0ene") Landrum (MCSCL shareholder and 
buainaaa aaeoclac* of Charles Peacock III in a company called Quality 
Hydraulic# - see exhibit# 0-4 and 0-6), ie drawn on MCSCL ajSSJUpc >7001312 
(again, atili overdrawn). The check 1# endorsed *Tor Only Bill 
Clinton Political Conaalttee.* (Exhibit 0-5, 0-6) 
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4/4/SS 


4/5/85 


4/30/85 


5/14/85 


5/23/85 


8/8/85 


.MCSCL cashier's chsck /Q2499 for $4.00, payable to Madison Guaranty 
Savings £ Loan and remitted by Charles Paicack III Ls drawn on MCSCL 
account /7001312; allsgsdly to pay for th* two prsvioualy purchased 
cash i*r ' s checks. /Q2497 and Q2498. (Exhibit 0-7) 

MGS CL "closss* loan /23S4 for 550,000 to Charles Peacock III, having 
previously funded th* loan th* day before. 4/4/85, with cashier's check $ 
LM2461. The loan ia coilateralirsd by commercial air conditioning unite 
with an alleged value of $272,000, and secured through a UCC-1 financing 
statement (Exhibits E-l through S-7) 

An MCSCL counter check for 538,940, payable to Quapaw Title Company, Is 
issued on account /15253, and signed by Charlee Peacock III. These funds 
are subsequently deposited Into th* Quapaw Title Company account at MCSCL 
(account /7O12062). (Exhibit E-3, E-9) 

Roe* Law Firm partner and whit* Water Development principal, Hillary 
Rodham Clinton. tend* a letter to Severly Sassett, Savings C Loan 
Supervisor of th* Arkansas Securities Department, seeking spprovsl for 
MCSCL to issue a class of non-voting preferred stock, (see exnibit f-1) 

Th* Arkansas Securities Department, through Lt‘a Savings C Loan Supervisor 
3*v*rly 3assett. a gubernatorial appointee, responds to HlLLary Clinton's 
Letter of 4/30/85, concurring with her analysis on th* issuance of 
preferred stock, concluding that th* ‘proposed capitalization plan la not 
inconsistent with Arkansas Law.* (Exhibit f-i) Although approved at the 
state level, the preferred class of stock was never actually Issued; the 
initial request was allegedly made baeed on McDougal* s deeLre 'to merge 
Madison Guaranty Saving* fi Loan with Madison 3ank £ Trust, which w«* 
subsequent ly reviewed, and refused, at th# federal ' regulatory level. 

Hillary Clinton sends a letter to MCS&L CEO Jim McDougal advising him that 
3#v#cly 3aaaect has approved the proposed authoriratlon and Issuance of 
preferred stock, further stating chat she looks ‘...forwerd to continuing 
success in resolving whatever questions arise ia you pursue your plan far 
growth.* (Exnibit f-2) 

MCSCL internal memorandum from Pat Janes (Heritage), formerly th* 
executive assistant to MCSCL -VP John Latham (who has previously pled 
guilty m conjunction with Madison's activities) stating* 

'John. Sarah has not spoken with John Salig regarding th* 
application to move the home office. I toLd her chat you had 
given it some thought and preferred to us# Hillary Clinton 
instead. * (Exhibit C-l) 


8/9/85 MCSCL internal memorandum from Pat Jones (Heritage) to Sarah Worsham- 

Hawkins regarding th* application to move home office, stating* 

‘...John would like for you to have everything ready on the 
application to move the home office when he gets back from 
vacation. He said for you to get Rick Massey (of th# Roe* 
firm) to help you and look over what you've done. He will 
talk to Hillary Clinton when he gets back...* and ... "John 
ha# said for you and Rick to decide how the Director's Stock 
Ownership should be valued...* (Exhibit C-2) 

10/31/85 Madison Marketing issuee an HGSCL counter check for S3, 000 on account 
/70H872, payable to Susan McDougal, signed by Lisa Aunspaugh. If this 
transaction is consistent with previously established pattarne, there ia 
a strong probability that the Madison Marketing account wai overdrawn on 
this date. The checking account statement for this account is not 
available to Investigation# at this time, but can be obtained from the 
records retained by Central 8ank £ Trust, th* receiving entity for MCSCL. 
Th* check ls snddrsed 'deposit to the account of th# payee. It has been 
recommended that this check be reviewed In conjunction wUiflUSH# previous 
campaign contribution transactions. (Exhibit H-i) 
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6/17/86 MCS6L generated caipoma to Che FHLS axaalnara Inquiry, ataclnq under the 

“paragraph entitled "Question 2:* 

•Loan /2406 - Dixie Continental Leasing, Inc. The land via 
not «old at below Liaead price. The borrowers source of funds 
for the down oavmant mi a loan In the amount of 550,000. 
orant-d 5v M adison Savings t L oa.n_/2 35*^ 9ag.ucgd_by_grrmarcial 
air condititoers o--mad and unanrjrjerad by Charles Paacccx 
in* . (Exhibit r-i) 


6/30/86 An itemized report la prepared by tha outalda accounting firm of R?*c- 
Paat, brought in to review tha prior 1984 and 198S audita previously dona 
by Fcoac c Co., of Little Rock. Tha raport tdantlflaa "ralatad/af f lliatad 
party loana * ahowing tha »»riou» Peacock family members and antltiaa aa 
baing in dabt to tha association for $1,095,703. 

(Exhibit J-l) 

NOTE : MGSSL’a 9oard of Olractora subsequently auad Froat £ Co., on tha baaia of 

C tha XPNC-Paat findings; Tha RTC assumed tha claim at tha time of 

raea lvar ahip, and Froat £ Co. ultimately aattlad with tha RTC for an 
amount exceeding $1,000,000. 


10/24/86 FHT.3 examiner Jim Clark's workpapers Identify tha problems axisting with 
MGS6L Loan / 2354 to Charlaa Peacock ZZZ stating: 

‘classification: apaciflc reserve inaetimabla* 

and goes on to cite reasoning that has bean previously stated in tha 
referral, quoting loan officar Don Canton's comment about not being aware 
of tha condition, location or value of the collateral. (Exhibit R-l) 


12/11/86 Special Investigative Counsel Jeff Cerrtsh of tha Memphis firm Sorod s 
Huggins conducts an interview with Jim McOougai. Under paragraph 16 of 
tha interview raport, Carrleh states: 

•McOougai indicated that ha had baan signing notes and 
y * everything alas for Fulbright for tha peat 20 yaera. Ha never 

said that ha had any type of power of attorney for Fuibright, 
but ha did say that tha Arkansas Supreme Court had held that 
if someone conaiatsncly sign* aa attorney in fact for someone, 
than it amounts to them having power of attorney.* 

(Exhibit L-l) 


4/15/87 


10/31/88 


2/12/90 


Charles Peacock ZZZ la deposed in conjunction with a civil action filed by 
MCS£L aa Plaintiff, naming Dixie Continental Laaaing, R£D Landscaping and 
Charles Peacock ZZZ aa defendants. On Page 17, lines 10 - IS, Peacock 
states that Jim McOougal used down payment funds Intended for Peacock's 
29.77 acre purchase at Mapie Creek Faros, and diverted them to the down 
payment on tha 145th street property (Castle Crsnde) involving Jim Cuy 
Tucker, at ai. (Exhibit M-l) 

A report contained in MCS£L's records. Identified as ‘Charged Off Loans in 
Litigation*, specifically identifies *CHC OFT 2354* to Charles Peacock. 
ZZZ with a principal balance of $50,353.25. and a dally Ineereat accrual 
raea of $17.93, paet due aince 4/5/86. Zt further Identifies the type of 
litigation to be * repossession* , and that the status was ‘process of 
liquidation.* (Exhibit N-l) 

John May, a Little Rock Commercial Air Conditioning contractor submits s 
$1,500 estimate, and subsequent purchase bid, for the Peacock eocxnertial 
air conditioning unite previously valued at $273,000. Hie offer is 
accepted and the value off-set to the loan balance, decreasing the 
association’s lose to approximately $48,000 plus interest. (Exhibit O- 1 ) 
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Madison Cuieincy Savings £ Loan 
CrUnina 1 Referral /7J0CRO198 
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• Explain who benefltted. financially or othacvm, from the transaction, how ouch, and 
how . 

Thi* transaction provided a thraa-way benefit: 

« benefit to JLi McOougai through the use of loan proceeds to provide campaign 

contr ibut Iona to one of his business partners, while creating the oeane to divert 
funds for a down payment related to the Castle Grande transaction, thus 
benefiting another of his business partners; 

• benefit to Charles Peacock III through the partial use of the loan proceeds not 
only from the S50.000 loan, but also Che S297.O00 loan transaction that closed 
the same day, said transactions being admittedly over funded for "development 
coats” ; 

• benefit to the Bill Clinton campaign derived from the allegedly misappropriated 
loan funds that were deposited to the Bill Clinton Political Committee account 
at the Bank of Cherry Valley, 

• Furnish any explanation of the transaction provided by the suspect and Indicate to whom and 
when it was given. 

The only explanation offared thus far haa been that of Charles Peacock III, In hie 
April 15, 1987 deposition. 

• Furman any explanation of the transaction provided by any other parson. 

Additional explanation hai been provided through documents culled from the thrift's 
records, which ace attached as exmbice. * 

• Furnish any evidence of coverup by the suspect, or evidence of an attempt to deceive 
federal or state examiners or others. 

Multiple facets of this referral provide evidence of an attempt to deceive state art 
federal examiners; 

the extensive use of counter checks drawn on individual checking accounts rather 
‘than utilizing pre-pnnted numbered account check* which would appear on monthly 
statements ; 

the extensive use of cashier's checks for the payment of campaign contributions, 
rather than using pre-pnnted numbered checks which would aopeer on monthly 
statements, as well as providing a record of individual contributions 

the diversion of thrift loan proceeds for the payment of campaign contributions . 
via cashier's checks, so as not to leave an evident paper trail 

closing the S50.000 Loan transaction the day after the proceeds had already been 
funded 

falsely Inflated value of the commercial air conditioning units securing the 
S5<7. 000 loan, thus providing what would appear to be acceptable collateral and 
UCC-1 financing atacament for the loan filae 

• Indicate where the suspected violation took place (e.g., main office, branch, other), 

Thle violation took place at the Madison Cuacancy Savings and Loan office at ISth and 
Main in Little Rock. Arkansas. 

• Recommend any further investigation that raiqht assist Law enforcement In fully 
examining the potential violation. 

Recommendations for further invest igstion lnciudej 

* a thorough rev L «w of the 5297,000 Loan to Charles Peacock III on April 5, 1985. 

In an effort to determine the disposition of the *ov«c funded" development costs, 
as he contended in hia 4/15/87 deposition that MCSCL still owed ftta s 6ver S70,00C 
in contracting and development costs; 
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Criminal Referral /730CR0194 

August 18, 1993 ?»g« 14 

• a ravlaw of the Madison Marketing DOA statements, hald by Central Sank & Tnae. 
to determine tna acatua at that account on tha data that tha S3, 000 chack to 
Susan McOougal via written, aa wall aa final determination on tna disposition of 
tha funde 

• a ravlaw of tha American Savings 6 Loan, Yallvllla, Arkanaaa, racorda ralatlng 
to Chria wada'a chacklng account, to determine tha final dlapoaitlon of tha 
S3, 000 chack written to him by white water Development Corp, 

• further invaatigatlon Into tha alleged dlveralon of tha Peacock down payment by 
Jin McOougal for uaa In tha Caatla Cranda tranaactlon 

• a review of the lourea of deposits and account activity in the Bill Clinton 
Political Committee Account racorda at tha Sank of Cherry Valley. 

• further Investigation Into the possible conflict of Intaraat regarding Hillary 
Clinton raprasenting her business partner's thrift before another atata agency, 
whose department suparviaor wea a political appointee, daalgnatad by her husband. 

7c. Indicate whether tha suspected violation appears to be an laolated incident or whether 
it relates to other transactions . (Explain) 

This transaction, rather than being an laolated incident, waa reflective of the 
practices engaged in by McOougal, hie business aaaociatee, and other MGS&L Insiders 
ultimately resulting in the insolvency and failure of the institution. 

8. EXCLUSION Or INFORMATION FROM THE REFERRAL: 

Has any pertinent information been excluded from thla referral as a result of any legal 
or other restraint? 

Tee X No If so, why? 

Have the excluded Information or documents been segregated for later retrieval? 

Tee X no 

9. HAS SUSPECTED IN0IVIDUAL( S ) MADE ANY ADMISSIONS? 

Tee X No If so, who? 

10. WITNESSES: 

Liat any uitneaeee who might have information about the euepected violation and 
describe their position or employment. Indicate If they have been interviewed. (Use 
continuation sheet, if neceeeary. ) 


NAME 

position 

AD0RES3 

(CTTY/STATE/Tm 

TELE7HONE 

NUMBER 

INTERVIEWED 1 

YES | NO i 

Fi 

Kto fumrt 

9 jikq partner and tea at 
Clirtfi Fucori lit 

fUM Kao*. * r**"* — 

Uskaowo 


X 

L 

E. D«m Ltftdrva 

8wMa ptnwr ot Qurtea 
Pumct 111/OwliiT Hvdrasiia 

8*M Kaob. ArtMs 

u “— 


X 

J. 

J. w Fwibnint 

McOowfmi buaaosaa utonjii end 
ihnft tiuiiuxf 

bills Rock. ArLanac* 

Uskoo-o 


X 

•«. 

Puncu Hinup 

hn ear casrwin* umuiu to 
• rtrrfi EVP John Lunar* 

Tks Ross Lrw Fine 
linis Roct. A/kiiuas 

Uakso-* 


X 

3. 

8#««rtT BuMti StAafTar 

former AAiuo Slats Scrum ms 
CVpt SAL Suocnrtsor 

bills Rork. Amato 



X 

4. 

Hillary Rod Aits Qintoe 

Former CewiMi <o MGSAL 

bols Rork. Artasasa asd/or 
WwkicficM. D C 

u — ■ 


X 
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• a ravltv of the Hadiaon Marketing OOA icacamanci, held by Cantral Bank. 6 Truat. 
to determine th* status of that account on th* data that tha 53,000 chack to 
Suaan HcOougal waa wr ittan , aa wall a* final datarminatlon on tha dlapoaitloo of 
tha funda 

• a raviaw of tha Amarican Savmqa 6 Loan, Yallvllla, Arkansas, racorda ralating 
to Chria wads' s chacklng account, to dattmina tha fLnal disposition of tha 
S3, 000 chack wnttan to him by Whita Watar Oavelcpmant Carp. 

• furthar invaat igat ion into tha allagad dlv«raion of tha Paacock down payment by 
JLm McOougai for uaa m tha Caatla Granda tranaactlon 

• a raviaw of tha lourct of dapoaita and account activity in tha Bill ClLoton 
Political Coomittaa Account racorda at tha Bank of Charry Vallay. 

• furthar invaatigation into tha poaaibl# conflict of Lntaraat regarding Hillary 
Clinton representing her bueinaaa partner'* thrift bafor* anothar atata agency, 
whoa* department luparvuor waa a political appointee, dealgnaced by her huaband. 

7c. Indicate whether tha euapacted violation appear* to b* an isolated incident or whether 
it reiatea to other transact ion* . (Explain) 

This transaction, rather than being an isolated incident, was reflective of th* 
practicee engaged in by McOougai, hia business associates, and other MCS&L insiders 
ultimately reeultmg in the insolvency and failure of tha inetitution. 

a. EXCLUSION or INFORMATION FROM THE REFERRAL: 

Has any pertinent information bean excluded from this referral aa a result of any legal 
or otnar restraint? 

y#a x Ho If so, why? 

Hava tha excluded information or document* bean segregated for later retrieval? 

fee X Ho 

9. HAS SUSPECTED INDIVIDUAL! S ) HADE ANY ADMISSIONS? 

Yes X HO If so, who? 

10. WITNESSES: 

List any witnesses who might have information about th* suspected violation and 
describe thair position or smploymant. Indicate if they hav* been interviewed. (Use 
continuation sheet, if nacaesary. ) 


NAME 

POSITION 

ADDRESS 
(CTTY /STATE/ZIP) 

TELEPHONE 

NUMBER 

INTERVIEWED i 

YES 

NO ! 

I. 

Kco Purge* 

B-n uvea partner and im o i 
Curie* Peacock III 

Bald Knob. Arkansas 

Uaknove 


X 

L 

E. Den* Landrum 

8 junta* partner o< Qiarie* 
Peacock Itl/QuaJirr Hydraulics 

Bald Knob. Arkansas 

Uakooura 


X 

3. 

t. w Fulbntfli 

MeDoufU buunexa uiocuit an* 
thrift borrower 

Little Rock. Arkansas 

Unknown 


X 


P iii-raj Hemjfi 

Former eiecvtrw auutant to 
(hn/t £VT John Liiham 

The Rom Lr» Firm 
Little Rock. Arkansas 

Unknown 


X 

5. 

Beverly Bumii Schaffer 

Former Arkansas Slate Securities 
Opt $AL Supervisor 

Liitis Rock. Arkansas 

Uskno** 


X 

1 

Hillary Rodham Qinioa 

Former Counsel to MG&AL 

Li ilia Rock. Arkaosaa «nd/or 
Wuhtn^on. D.C 

Uokaows 


X 
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11. OISCOVIRY AWD REPORTING l 

a. Who diacovacad the auapactad violation and whan? 

RTC Criminal Invaatigator, July 1993 

b. Haa cha auapactad violation baan rapoctad to tha Board of Olractora? 

Yaa _____ wo Not Applicable 

By whom and whan? Not Applicable 

c. Haa tha Board of Director* taken action? 

_____ Yaa _____ No Not Applieabla 

If ao, what and whan? Not Applieabla 

d. Haa tha auapactad violation pravioualy baan raportad to fadaral or local law 
~ enforcement or to any fadaral or atata auparvlaory agancy? 

Yaa X No 

If Yaa. Agancy: 

Agant : 

Addraaa: { City/ S tata > 

Telephone Numoar: 


Amount of Loaa known: S Undetermined at thl* tLma 

Baatitution by: 

In tha amount of: S 

Name of Applieabla Suracy Bond Company: 

Amount of Bond: S 

Amount of daductibLa: S 

Waa claim filed? Yaa No 

Settlement by Suracy Company: $ 

Total teacitution and aattlamant to data: $ 

Nae Lota: (After subtracting any amount* paid In tha fora of raatltution or 

aattlamant) S 

la additional loaa auaoactad? * Yaa _____ No 
(If yaa. axplain) 

Tha nature of tha tranaactiona idantifiad in thla rafarral could laad to 
additional loaaaa under further investigation . 

k. Haa tha auapactad violation had a material Impact on. or oeherwia* affected, the 
financial aoundnaaa of tha inatitution? If ao. piaaa* explain. 

Yaa? the actlvltlea idantifiad and alleged within thla rafarral could have 
concr lbutad to the failure of tha inatitution. 

13 . oiter or assistance: 

Tha individual* Listed below ara/wlll b* authorised to dlacua* thla rafarral with 
appropriate law enforcement official* and to aaaLat Ln locating or explaining any 
documents pertinent to thla rafarral. provided that cooeact la flrat *ad« with: 



MAKE 

TELEPHONE NUXBER ' 

L. Jean Lewie /Senior Criminal Invaatloator /XCO 

(816) 968-7237 

La* 0. Auaen/Oeoartment Haad/Crlminal Invaatioatlona/KCO 

(816) 968-7243 

L. Richard lorlo/riald Invaaclgatlona Offlcec/KCO 

(816) 968-7212 
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14. TORM PAEPAAED 8Y; 
Poaition; 

Aqancy/Inatltuclont 

Taltphona Number: 

Oat* : 


lUul dj 

I Oats 

?/w/ct 

Oate ‘ 
Oaca 

736-TCO/koi 
Revu«<i I0/08/9C 

Cnmrefjicw 


AUTHORIZATION TOR TRANSMITTAL: 

•^V- - 


Invaaciticiyr 


Suptf^ 


Of , , 

— ' It ' ^/// 


p y^ or 


lory Invaacigator 


riaid Inveacigaciona Officer 


L. Jean Lewia 

Senior Criminal Inveacigacor 
Reaolution Truer Corporation 
(816) 968-7237 
Auguat 18, 1993 
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Open Up on Madison Guaranty 


Much i] President Ginton might wish, the 
curious saga of hts and his wife's dealings wuh the 
owner of a failed Arkansas savings and loan associ- 
ation just won’t go away. It Steeps popping up in 
Congressional inquiries and newspaper accounts, 
each time with a new and unsavory detail added to 
an already unflattering portrait of the cozy relation- 
ship between money and politics in Arkansas. 

An important detail, disclosed by The Times's 
Jeff Gerth and Stephen Engeiberg. is that the owner 
of Madison Guaranty Savings and Loan, James 
McDougai, helped Mr. and Mrs. Ginton repay a 
S50.000 personal debt just when Mr. McDougai 
needed favorable treatment from state banking 
officials to stay in business. Mr. McDougai did stay 
in business, his problems got worse, and in 1999 (he 
bank was taken over by the Federal Government, at 
a cost to taxoayers of S60 million. 

There is no irrefutable evidence of a quid pro 
quo. But the Arkansas savings and loan mess, and 
the Ginrons' relationship to it. is not. as the White 
House keeps saying, in •’old” story that has no 
relevance to Mr. Ginton or his present job. This is a 
man wno rode into Washington on a pledge to end 
politics as usual, and every time the White House 
dodges inquiries about the old days in Arxansas. 
reasonable peoole begin to wonder about a cover-up 
and Mr. Gintons sincerity. 


The matter clearly needs ventilating, and if the 

Willie riuuae «*OU i uu it. (WO Ouiei uuUlUUuila 

One is the Justice Department, which is already 
looking into transactions at Madison. The Gintons 
are not targets of the probe. 

The other is the House Banning Commrttee. 
whose ranking minority member. Jim Leach, be- 
lieves that a full investigation of Madison could help 
the committee frame new rules to prevent future 
banking disasters. His request has been rebutfed by 
the committee chairman. Henry Gonzalez a Demo- 
crat who until now has been a tiger on the savings 
and loan issue. Mr. Gonzalez accuses Mr. Leach of a 
Republican "fishing expedition." 

, Mr. Leach nas also called Madison a "private 
piggy bank" for its owners and their influential 
Arkansas friends, and on mia he is surely right. In 
addition to a string of dubious real estate invest- 
ments. Madison made large unsecured loans to 
executives and other insiders. 

Madison's practices attracted the attention of 
Federal auditors, vnose 1984 review found "unsafe 


and unsound lending practices" that could threaten 
to drive the bank under. Shortly thereafter. Gover- 
nor Ginton named Beverly Bassett Schaffer as 
head of the Arkansas agency charged with oversee- 
ing state-chartered savings and loans. Ms. Schaffer 
had once done legal work for Madison. For the next 
18 months, up to the paint where Federal regulators 
moved in. she took no significant regulatory action. 

Three months after her appointment, Mr. Gin- 
ton came to Mr. McDougai with a request to "knock 
out the deficit" — Mr. McDougal’s words — left 
over from the Governor's 1984 campaign. It turns 
out that the deficit wasn't just an ordinary cam- 
paign debt, but 120.000 Mr. and Mrs. Ginton had 
borrowed Trom another bank to finance the cam- 
paign. Mr. McDougai organized a fund-raiser and 
the oebt was repaid. Federal auditors suspect that 
some of the donations assemoied bv Mr. McDougai 
may have been improperly diverted from the sav- 
mgs and loan. 

Bruce Lindsey, the official wheeled out by the 
White House to answer questions, says the Ginton- 
McDougai relauonsmp was entirely above board. 
Others, however, are more than mildly trouoieo by I 
the fact that Mr. Ginton did not order his regulators ( 
to crack down on Mr. McDougai even atter he was 
advised by his own banking commissioner in 1983 
that the savings and loan operator was engaged in 
imprudent banning practices. 

Suspicions that Mr Ginton •xccssweiv 
kind to his (nend — at great cost, eventually, to the 
iAApajicii — uc . vjftr.c c reuuorceu bv me (a*.i that 
Mr. McDougai had done other favors (or the Gin- 
tons. including making them 50-50 partners m 
Whitewater Development, a real estate comoany 
for which Mr. McDougai put up most of the money. 
The venture ultimately failed, and the Gintons lost 
money. But that doesn't make tneir financial ties to 
Mr. McDougai seem any more savory. 

Based on wnafs puoiiciy known, mere s prooa- 
bly not a enppling scandal here. But me ’White 
House is behaving as if mere were For example. 
Federal investigators say they have received little 
cooperation in a search (or files they suspect were 
taken from me office of Vincent . roster, a White 
House aide wno killed himself. Investigators want t 
to know if one of those (lies dealt wun Mr McOougai t 
and Whitewater. 

This aefensiveness isn't helping anyone. Mr. | 
Ginton — and Mr. Gonzalez — owe it to me puolic to 
clear me air about Madison and its influential 
Arkansas fnenas. 


This is 
important 
to be on 
top or. 
Bassett 
did a 
pood ioo 
in camp, 
on this-- 
can she 
now? 

( transcri - 
otion of 
handwrit te- 
nor es of 
President 
Clinton) 


Meiw Vork. "Tjivies 

Dec. 10, »^3 
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PEBSONALANU CONrlDENTIAL 


MEMORANDUM 



/Attached to this memo is t ha chronology of documents and 

; / / \ 

event** i-ts^arding Madison.. This memorandum will |8ro\jide some 

additional background information which is based on our ilikcut*t»iun*» 


with severly Bassett schafTer ("BBS**) . 

\in the fall of 197 3, Bill Clinton livsd in Faysttevills and 
taught at the University of Arkansas st Fayettevilie lAv scnool. 
BBS first met Biii Clinton in 1974 when she was a/volunteer in his 
campaign VorV United States Representative against incumbent Jonn 
Paul Hammer *<^hmidt ; she was an undergraduate r.mdent dll~Ehe time. 

BBS graduated from college in 1975 and moved to Little Rock in 
1976, where she began working for Commercial National Bank and 
enrolled in lav school. Bill Clinton was elected Attorney General 
in November 1976; BBS was not involved in his campaign. In 1977, 
BBS applied and was hired to work in r w -’mume- --tacticn 
division of the Attorney General's office, w r. — e sn\ continued her 

law schoo l studies. 

Bill Clinton was elected Governor in November \ 1978 . He 
discussed with BBS the possibility of hiring her for a pdst in the 
Governor's office; BBS declined in order to finish law school and 
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MEMORANDUM 




Whitewater group 


haroia Ickes 
10 January 1994 
Assignments 


Palking points (co^nsel/MW) 


Q&A ( counsel /BL/MW 
2-3 page argument Why n< 
coun 


History of special 
(counsel, 1 / 6 ) 


1 / 



o special counsel (counsel, 
sels/independent counsels 


"Chronology" (counsel, BL, MW) 


Op ed piece (counse 
Congressional op ed 
Response to Safire 
Memo on indeDendent 


1, B 


D, MW 1/8) 

piece (counsel, BL, MW) 
piece (counsel, BL, MW 1/6) 
counsel statute (counsel 1/8 


10 . Synopsis of Whitewater/Madison Guaranty matte 
(counsel, BL, MW, 1/7) 


11 . 


Memo re statute of limitations for civil actions 
(counsel - assigned 1 / 8 2 ) 


12^. Review.. — on d a ily bao ir g -; — all diLid ' cT S from ma] 

newspapers and statements made on major electron! 
media re Whitewater and prepare memo to be prompt! 
circulated to the group regarding inaccuracies, e_t 
(counsel, BL, MW) 



13. Contact select members of Congress about oublic suoport 
(PG) 


These dates refer to the date of the draft document. 

_ , . , . Illlllllllllllllllllllll 

indicates date the assignment was maae . 3 020819 
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MEMORANDUM 


VO: 1 
E’ROM : 
DATE: 
RE: 


Whitewater group 


- Har o ld ' I c k es- 


9 January 1994 
Assignments 


'1. 

2 . 

3 . 

4 . 


11 . 


|el/MW) 


Talking points (couns 
Q&A (counsel/BL/MW, 1/5 1 ) 
2-3 page argument why 


History of special co 
(counsel, 1/6) 

" Chronology" (counsel, 3L 

Op ed piece (counsel, BL 

Congressional op ed pjiece 

Response to Saffire piece 

Memo on independent c 


no special counsel (counsel, MW)_ 
unsels/independent counsels 


MW) 

MW 1/8) 

(counsel, BL, MW) 
(counsel, BL, MW 1/6) 
ounsfcl statute (counsel 1/8) 


- Syn op sis o f Whit ew at er/Ma dis o n - Gua r anty matter 
(counsel, BL, MW, 1/7) 

Memo re statute of limitations for civil actions 
(counsel - assigned 1/8 2 ) 


12. Review, on daily basis, all articles from major 
■newspapftY3”dAd"3CaC6mertCS' mAde on major electfSrri 
media re Whitewater and prepare memo regarding 
inaccuracies, etc . (counsel, BL, MW) 


1 These dates refer to the date of the draft document. 


0208^8 

\\ 


Indicates date the assignment was made. 
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THE WHITE HOUSE 

WASH INGTON 


\ 



January 17 f 1994 


MEMORANDUM FOR HAROLD ICXES 

DEPUTY CHIEF OF STAFF 

FROM: W. NEIL EGGLESTON 

ASSOCIATE COUNSEL TO THE PRESIDENT 

RE: STATUTE OF LIMITATIONS IN ACTIONS BROUGHT BY THE 

CONSERVATOR OF A FINANCIAL INSTITUTION 


There has been substantial discussion by Republican 
of Co ngres s about the statute of 1 imitatio ns^' to recover 
against those who may have committed a tort or breach of; contract 
involving a financial institution that has since been taken over 
by the Resolution Trust Corporation ( "RTC” ) . 


Title i2~ ; UniLed States C ode, - Se c tion 1 -44-la, was 

amended by the Resolution Trust Corporation Completion Act, 
signed by the President on December 17, 1993. (A copy of the 
pertinent section of the amendment is attached.) » ! 


That Act extended the statute of limitations from three 
to five years for torts committed against financial institutions 
that have been taken over by the RTC. Thus, the RTC must bring a 
tort claim within five years after it was appointed a conservator 
or receiver. 

For the purpose of the extension of the statute of 
limitations, the Act defines a tort claim as "a claim arising 
from fraud, intentional misconduct resulting in unjust 
enric hm en t, — o r -- int en t - iona - l - mi s conduct -- r e s u-ltring^n substantial 
loss to the institution.” (This definition is narrower than the 
traditional definition of a tort.) \ 

\ 

The statute of litaitation‘S“~ror~brea'ch — of— contract 
claims is six years after the institution was taken over by the 
RTC. 12 U.S.C. Sec. 1821 (d) (14) (A) (i) (I) . 


S 009908 
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Madison Guaranty was taken over by the federal 
government on or about March 2, 1989. As a result of the new 
Act, if the RTC sues on a covered tort claim, the action must be 
brought by March 2, 1994. Without the new Act, the statute of 
limitations for all tort claims would have expired on March 2, 
T992. If the RTC sues on a contract claim, the action must be 
i brought by March 2, 1995. ' 

i \ / 

The type of action brought against outsiders in 

! financial institution cases is usually a tort claim. 

The statute of limitations for criminal violations 
'involving a financial institution is ten years from the date the 
crime, occurred. — 18 U. S.C.- Sec- -2293-.-- -The -data that the 
institution was taken over by the government is not relevant to 
the computation of the criminal statute of limitations. 


W.N.E. 


cc: Bernard W. Nussbaum 



\ 

\ 


J 


\ 

\ 


\ 


■UBBUn 
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103 P.L. 204 , *3; 1993 S. 714J 
107 Stat . 2369 

(3) Competitive bidding. — The Administrator of Ceneral Services, In 
compliance with regulation* of the Resolution Trust Corporation, may bid on 
property described in the notice required under paraqrapft (1) that is otherv 
subject to competitive bidding. 

[ *4 1 Sec. 4. EXTENSI ON OF STATUTE OF LIMITATIONS. 

(a) 'In Ceneral. — Section 21A(b) of the federal Hone Loan Bank Act (12 U.S 
1441a(b)) is amended by adding at the end the following new paragraph: 

i "(14 ) Extension of statute of limitations . 

- — £ "(A) Tort actions for which the prior limitation has run.— 

."( i )— In general .—In- the case- of- any- tort- claim— 

“(I) which is described in clause (ii); and 

"(II) for which the applicable statute of limitations under sect 
11(d) (14) (A) ( ii) of the Federal Deposit Insurance Act has expired before the 
date of enactment of the Resolution. Trust Corporation Completion Act: 

the statute of limitations which shall apply to an action brought on such 
claim-by the Corporation in the Corporation's capacity as conservator or 
receiver of an institution described in paragraph (3) (A) shall be the period 
determined under subparagraph (C). 

. < Claims d esc r ib e d .— A tort claim r ef e r red"'^ in clause (i)(I) 

with respect to an institution described in paragraph (3) (A) is a claim aris 
from fraud, intentional misconduct resulting in unjust enrichment, or 
^Intentional misconduct resulting in substantial loss to the institution. 


/"(B) Tort actions for which the prior limitation has not run. — 

"(i) In general.— Notwithstanding section ll(d)(Z4)(A) of the Fede 
^.Deposit Insurance Act, in the case of any tort claim — — 

J "(I) which is described in clause (ii); and 

"(II) for which the applicable statute of limitations under sect 
11(d) ( 14 ) (A) ( ii) of the Federal Deposit Insurance Act has not expired as of 
date "of enactment of the Resolution Trust Corporation, Completion Act; 

the statute of limitations which shall apply to an action brought on such 
claim by the Corporation in the Corporation's capacity as conservator or 
receiver^of— an — ins tituti o n de&c r - i bod — i n - p a r a graph shall be the period 

determined under subparagraph (C) . 

"(ii) Claims described. — A tort claim referred to in* clause (i)(I) 

from gross negligence or conduct that demonstrates a greater disregard of a 
of care than gross neqiigence, including intentional tortious conduct relati 
to the institution. 


LEXIS -NEX!S=S LEXIS'- NEX1S'® LEXIS'- NEXIS* 


Servtcea ol Mead Data Central Inc 


KdCI 
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103 P.L. 204, *4; 1993 S. 714: 

107 Stat. 2369 

^ "(C) (Determination o f period. — The period determined under this 
subparagraph for any claim to whicn subparagraph (A) or (8) applies snail Ex 
longer of— 


"(i) the 5-year period beginning on the date the claim accrues (ay 
determined pursuant to section ll(d)(14)(B) of the Federal Deposit Insurance 
Act) : or 

: \ 

\ \ "(ii) the period applicable under State law for such claim. 

: of applicaLiun. — Sub p a ragr a p h s — (-A-) — and'CB) shall not. appi^ 

any action which is brcught after the date of the termination of the Corporat 
under subsection (b)(1).”. 

(b> Technical and Conforming Amendment.-- Sect ion 11(d) ( 14 ) ( A ) ( ii) of the 
Federal Deposit Insurance Act (12 U.S.C. 1321(d) ( 14 ) ( A) (iff) is aaended by 
inserting "(other than a claia which is subject to section 2lA(b)(l4) of the 
Federal Home Loan BanX Act)" after "any tort claim". 

(*51 Sec. 5. LIMITATION OH BONUSES AND COMPENSATION PAID BY THE PTC AND 
THRIFT DEPOSITOR PROTECTION OVERSIGHT BOARD. 


(a) In General. — Section 21A of the Federal Horae Loan BanX Act (12 U.S.C. 
1441a)— i3 amended by adding after subsection (w) (as added by section 3(a) oi 
this Act) the following new subsection: 

"(x) Limitation on Excessive Compensation and Cash Awards.— 


"(1) Establishment of performance appraisal system required. — The 
.Corporation shall be treated as an agency for purposes of sections 4302 and 
of title 5, United States Code. 

. Procedures for payment of cash awards. — 

"(A) In general. — Sections 4502, 4503, and 4505a of title 5, United 
Statee-Code, shall apply with respect to the Corporation. 

"(B) Limitation on amount of cash awards. — For purposes of determini 
the amount of any performance-based cash award payable to any employee of th 
Corporation under section 4505a of title 5, United States Code, the mount o 
basic pay of the employee which may be taXen into account under such section 
shall-not exceed the amount which is equal to the annua-l rate of basic pay 
payable for level I of the Executive Schedule. 


"’C 3 ) All other cash awards and bonuses prohibited. — Except as provided 
paragraph— — n o cash award or bonus may be made to a ny employee of the 
Corporation . 


"(4) Limitations on cash awards and bonuses. — No employee shall receiv 

to take a position In the private sector before the payment of such cash awa 
or bonus or accepts employment in the private sector not later than 60 days 
after receipt of such award or bonus. 


LEXIS'- NEXIS® LEXIS'- NEX15® LEXIS'-NEXIS 


Services of Meed Oat* Central. Inc 

cts-CZna WV 


Mfin 
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Page 1 

Add New 
Roger Altman 
referral filed 
mentioned the 
briefed Case; 
that this b; 
was RTC po 
high profile ref 
15) 



1993 "Roelle 
he became RTC 
Madison in October 
(Roelle, pg. 16 
- about 

outine. ( Id,, pg 
responsibility 
al and he had done 



that he advised 
e first 
that it 
that he 
1992 'referral and 
stated that it 
CEO\of any 
CEOs\ (Id- 14- 


Aftfer para. 1, add "Dudine asked Kansas City stafX tg 
forward /the referrals to him and he received them on September 4. 
(Dudine pg, 23)" 



Para .\ 

1. 

does not rc 

?ca 

to (Hanson 


51). 


Para. 

3. 

Para. 

5. 


add "or speaking with the Secretary./ She also 
receiving any response to her memo'/' Revise cite 
)\pg.59; Hanson (1), pgs. 7 0-71 ^Hanson (2JS pg. 


st line, change "the" Early Bird to "an". 


Revise last sentence to read "Hanson stated that 
she didn't recall if she conveyed this information to Altman, 
although she would have in the ordinary course." Revise cite to 
pg. 75 to pg. 74. 



First sentence: delete "to meet witti Devore" 



Para. T~. Revise - ro "Devore stated' rhat tne purpose of the 
WH meeting was to advise the White House of Gerth's inquiry. 
(Devore, pgs 16-17)" 

Pai a . / ^B7~Add Iran SOTTAS 'Statement rhat: it seemed - 31 ear " to her 
that thg Existence of the referrals was already in the hands of 
the press/. (Hanson (1) pg. 81) 

After para. 9. Add "Hanson reported she had a vague 
recollection that there was a discussion relating to checks but 
she didn't know anything about any checks." (Hanson (1) pg. 106. 

014931 


1128 


Add the word 




Para. 2,/ end of 3d line delete "criminal 
replace then/ with "the criminal refer 

Para./4, add/^erth's mention of 
referrals^ 

Para. 6 Revise 3rd line to read "he shared a le^l opinion 
on the Wine criminal matters." John Bowman states that ha does 
not recall seeing the memo (Bowman, pg. 11) . Jean Hanson does 
not recall seeing the memo (Hanson (1), pg. 133) ' 

?aq«. » 

Para. 

House. " \ 


Add at end "and that he wanted to tell the White 


Page JLP. 

Para\l.\Add at end "but he believes he did not.' 


Para. ^7. \Add at end of second sentence: 
the last buriet\about recusal should not be i: 
had not decided to recuse himself." 



"bj£t cautioned that 
luded if Altman 


2. Fifth line, after Congress add "and the media," 

Para. 3. [or after] add: Ms. Hanson recalled that Mr. 

Nussbaum said that if Mr. Altman were to stay in the process and 
not recuse himself there would be discipline imposed on the 
process to produce a thorough and fair result and that Ms. 
Williams asked if the investigation could be completed by the end 
of February. (Hanson (1) pg. 174) 


Delete first sentence. 




Para. 8. Change the date in the first sentence fro 
"10/14/93" to "2/2/94." 

Para^9 add "probably" before subsequently on 1st line . 

Pag* X? / 

Para. 2. Last sentence does not refer to document discussed 
in first sentence but rather to the Leach 3 page letter with the 
14 page attachment — suggest delete and change cite to pg.9. 

014932 
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es 4 and 5, delete "my generalNopinion at that 



Para. 9 
time was" 

Page 15 

Para/ 4. Line 3 revise to read "that Altmaiv should not be 
quite so definitive about announcing his" Line 4/\^fter\CE0 add 
"at the end of/his term but it was his decision." 


Page 16 

Para. 5. Revise to read "Eggleston stated that he\ called 
Hanson to dsk if it was true that Jay Stephens was a lawyer at 
the lawj firm of Pillsbury, Madison and Sutro and she did not 
answer the question." 

“*^1 \ / , 

Para. 1 delete "regarding the recusal" and replace with 

"explaining ^his recusal decision." Revise cite to pg*. 51-52. 
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SUGGESTED REVISION TO I G REPORT 




Page 1 





Add New paragraph March 1993 "Roelle statedytha-t he advised 
RA the first day he lie hnr~ about the first referral filed 
regarding Madison i$i October, : 99-2- anri^tg^-^inentioiied the 
Clintons. CRoelle, pg^ftff7 He stated tha't/he brief ed\Casey (the 
prior CEO) /about the'october referral. (li. 13). Me stated 

that it was RTC policy and his responsibility toxinf ormythe CEO 
of any high profile referral and he had done so with pripr CEO's 
Casey and Cooke ( Id.. 14-15) " 


/ S' 

After ,para. 1, add Dudine asked KC staff to forward 

referrals to him and he received them on 9/4 (Dudine, pg. 




nge 


""ci^e ^trr'^g^ X9- 


41 


, Fol lowing Add-^that. Ms. Hansrbn informed Mr. Altman 
fie meeting J by^memo dated 9/30\but dcrean'L leuall getting a 



T 7 


response (Hahson(l) , pg. 70-71) 
Page 5 


/ 


ol, 




Para. 1. add "or speakiag with the Secretary A" Revise cite 
to (Hanson (1), pg.59; Hanson j (2) , pg. 51). A 

Para. 3. First line, change "the" Early Bird to "an". 

Para. Revise last sentence to read "Hansonv. stated that 

she didh|t recall if she conveyed this inf ormationyco Altman, 
although she would have in the ordinary course. ''Revise cite to 
pg. 75 to\^g. 74. 

Page 6 




Para. 4 . ^Add'-tite pgs— af irst ^sentence . ",Revise^last 
sentence / to/read "AXjaeeting was—^et up at the WH". Revise cite to 
pgs. 13 (-hi 

Para. 5. First sentence: delete "to meet with Devore" 


(• 1 4 9 3 4 
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[Hanson's tr. 
RA's office, De^ 


indicates only that when she arrived at ^ 


Page 7 


,Para. 




of— th'ft-jneeting 

para*) 6. Last sentence, revise to indicate tiiat Devore 
believed [ft was''TRS IG policy tO-.confirm to '“the presap:hat there 
was^ criminal referral (Hanson (1) ,pg, 85. u \ \ 

Para 1L Revise to M Devore stated that the purpose df the 
WH meeting was to advise the WH of Gerth's inquiry. (Devores, pgs 
16-17) ' 


Para. 8. Add Hanson's statement that it seemeo clear tD her 
that the existence of the referrals was already in the hands of 
the press. (Hanson (1) pg. 81) 

After para.. 3. _ Add Hanson's statement that she attempted to 
find out what TR S IG policy was but_DeVore ^onf-Lrmed the ^ 
referrals before she completed- the effort. (Hansorf(.l> / 'pg. 36. 

After pera\ 9 . Add Hanson reported she had sKvague 
recollection 'that there was a discussion relating to cheeky but 
she didn't knoWv anything about any checks . ""(Hanson (1) pg. 106. 
Page 8 


her . 


Para, l, fourth line. Add the word "to" between prior and 


Para. 2, end of 3d line delete "criminal referrals and" 
replace them with "the criminal referrals." 


Para. 4, add "Gerth's mention of" before "the criminal 
referrals" ^ _ 

/T ^ 

Parau 6 revise 3rd line to reacy "he shared a legal opinion 
on the riifre criminal matters." (states that he doesn't 

recall seeing the memo (Bowman, pg.'ll) . j c '■ • -L- V.-- 

- 


Page 9 



'U 

■ ap' fr o m lQ/31/93^to 2/l^D 4 l oo k s s tr a n g e . there 


anything Relevant p6 discuss in -that time period?] 


Pataf. 2. SgetfndN^line^ after word '«pptopriarfe^add "^and-fir^ 
Altmffh“tfpld Secretary Bents en "that 'll e though^ he woilTcf" . Revise 
rte to pgvl52-154. 




014035 
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Para. 5. Add at end " and that h e wanted to tell the WH 
Para 1. Ada at end "but he believes he did" 


■ — * -<*>,< 4 


t." 


(Fors 

Para-r^CT^ 

Para. 7. /Add at end of second sentence: "but\cautipned that 
last bullet about recusal shouldn't be included if RA had not 
decided/^wftetftrcr m irnr to recuse himself." 


?aqe_U 

Para J 1. Strike J.ast 4 lines and^eplace with " salid ' he 
had been aidvised^to recuse -himself arid that_he intended] tq'take 
that advice.'"^ ^Revise cite to pgs. 39-40 - I I 

Para.\2. Fifth line, after Congress add "and the/media," 

T in it faa a e etriHn "th - 11 hi^frr? ffli adds^fauaet i nTT?"— 1 BH . 

^ / / 

^-Parav_,3\ 7th— Line, revise to read "Nussbaum says hds state 


of mind -tfars N 


Strike "was concerned that" 



i: 


Para. for after] add: Ms. Hanson recalled that 

Nussbaum saicKthVt if RA were to stay in the process and riot 
recuse himself^tbere would be discipline imposed On the process 
to produce a thorough and fair result and that Ms. Williams asked 
if the investigation could be completed by the end of February. 
(Hanson (1) pg. 174) 


2 * 22-11 

Para. 3f^T^evlse ^to^rea^-^HShson said that AltjiartCcallad Tier 
on the morning of the 3d arid stated 'bhaV he 'had decided ... 

n '^\v 

Para. 7. Delete jtirst sentence. Revise 2d and\pd(nov 1st 
and 2d)| Sentenced to read ^JHfiTTiams stated that the -meeting was 
on her |ca^endar^so she/abtended .^She~ stated that ^t 'the meeting 
RA discussfrd- tho otatate of li mi t a ti o n s- is su a - a n d-his'^recusal. 


C 


Para. 9 add "probably" before subsequently on 1st line. 
•H -a-/i/Tv 


u % g.V\Awy 

Page 13 " to /it J 11 '' 

/''Papa. l^^Ttfter^etfiT^deiete* "(2) the- concern for "~7~ 
inaepe ni^e nt" investigation and " 

Para. 2. Last sentence does not refer to document discussed 


01493b 
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in first sentence but rather to the L each 3 page letter with the 
14 page attachment — sqg &ersZT delete' 



ijra. I 1. Line 5 after "matter" ^delate "who in turn 
contacted RTC to determine how Stephens had been hired and 
"and then relayed that information back 'to either Podesta or 
Steiner A" Revise cite to pgs^/56-57. Add last sentence: '"Ms. 

Hanson stated that she was ^Sked by Mr.-’ Altman directly or 
through Steiner tp call E^len Kulka and find oiit how Stephens had 
been 'hiredy she was certain that she Knew the^ process but called'"' 
and had cohf iVmed v that x 1ie was hired througtr the normal RTC l^gal 
contracting\prgcess . " (Hanson (2) pgs. Ttf-19) .X 

ra. 3x^^Secoqd linerXiele^e "may^Jse^and r eplace' wit h "was 
considering 1 ' ^ 1 “ 

Para. 4. Line 3 Revise to read "that Altman should not be 
quite so definitive about announcing his" Line 4, after CEO add 
"at the end of his term but it was his decision." 


Para. 6. Li^^.JtfTu£i>^TrW J, --and "announce' that*Ti^_ would" 



014931 
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CONFIDENTIAL 


0 U K 


TO: Jam« Cottoe 


CC: 

CC: 


RaiM Caurio 
Robert. Ctaca 



CONFIDENTIAL 


la-jui-m* oe:33p« est 
F rencine Kerner 
ER 

COUNSEL \ 

(202) *22-1090 


( COTTOS ) 

( CESJLRIO ) 
( CESCA ) 


Subject: HcClarty i Interview/White House 



HcClarty' a secretary called to say he needs to be soaevhere else 
at 6 ; ISpa and needed to see us at 5:00p«. I said, "OKi • Hot 
auch else to say. 

\ \ / / 

Also, Jena Sherburne says she would like to see our transcripts 
to ses whether there are inconsistencies with White House 
interviews.^ She would tell us where signif ican£/lnconaistencies, 
if any, exist between our transcripts and thjxt' interviews. What 
do you think?\ \ r-"^ 




Franc ins 



3 65 
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DEPARTMENT OF THE TREASURY 


WASHINGTON. C £ 202*0 


July 23, 


BT HAND 

Jane Sherburn, Esquire 
Office of the White House Counsel 
The White House 
Washington, D.C. 

Dear Jane: 


Enclosed are copies cf the transcripts of ail but one 


of the interviews conducted by the Treasury Inspector General as 
part of his investigation into contacts between* Treasury and 
white House officials concerning Madiscr. Guaranty. We have not 
yet received the transcript of the interview of Mr. McLarty. 


As we discussed, these transcripts are being provided 


to you solely tc assist you in one preparation for* Mr. Cutler's 
testimony before the House and Senate Banking Committee hearings. 
You have agxeed that the transcripts we are providing, to you with 
this letter will not be disclosed* pub iic,Ly^or shown to 
individuals^ (other than Mr. Cutler) whtTmay be called hs 
witnesses by. either Committee until such _ we “aifvise ycu 

that this restriction is nc longer necessary. Similarly, ycu 
have agreed net to disclose these transcripts to counsel for any 
such individuals. Please let me icr.ow immediately if my 
understanding of our agreement is not correct. 


Sincerely, 



Deputy Assistant 'General Counsel 
(Administrative & General Law) 


6 8 7 / 
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PAGE 2 

4TH STORY of Level 1 printed in FULL format . 

Copyright 1995 Associated Press 
AP Online 

May 05, 1995; Friday 03:58 Eastern Time 
SECTION: Domestic, non-Washington, general news item 
LENGTH: 577 words 

HEADLINE: AP Top News At 4 a.m. EDT Friday, May 5, 1995 

BYLINE: ANASTASIA BENSHOFF 

BODY: 

BOMB SEARCH 

OKLAHOMA CITY (AP) 

The search for bodies in the bombed-out federal building was halted early 
Friday as firefighters found the remains of all but two of the victims, 

Assistant Fire Chief Jon Hansen said. The grim discovery in the last 6 -foot pile 
of rubble brought the death toll to 165. Hansen said the missing bodies were 
those of two adults. Among the sets of about 20 remains uncovered late Thursday 
were those of the last three children unaccounted for in the April 19 terrorist 
bombing . 


WHITEWATER 
WASHINGTON (AP) 

Bruce Lindsey, a White House lawyer and one of President Clinton's closest 
advisers, is reportedly a target of the Whitewater investigation. Sources said 
prosecutors are looking at whether Lindsey tried to conceal bank withdrawals by 
the 1990 Clinton gubernatorial campaign, when he was its treasurer. A 
presidential spokesman says Clinton is convinced Lindsey ''did nothing wrong.'' 


O.J. SIMPSON 
LOS ANGELES (AP) 

DNA tests suggest that blood under Nicole Brown Simpson's fingernails was 
hers, a police chemist testified, puncturing a defense theory that she clawed a 
mysterious killer. A preliminary test showed the blood didn't match either O.J. 
Simpson's or the victims', and the defense seized on that to bolster its theory 
.tnat someone other than Simpson killed ms ex-wife ana ner friend. 


BRITAIN ELECTIONS 
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LONDON (AP) 

John Major's governing Conservative Party has been nearly obliterated in 
local elections, reduced to controlling a handful of town halls in England and 
routed in Wales. The left -of -center Labor Party had its best showing in 30 
years, winning nearly 50 percent of the vote in Thursday's local elections, 
which were the Conservatives' worst electoral disaster ever. 


SURGEON GENERAL 
WASHINGTON (AP) 

Senate Democrats are increasingly upbeat about winning the confirmation 
battle for Dr. Henry Foster as surgeon general if they can just get a floor 
vote. But Senate Majority Leader Bob Dole, R-Kan. , has said he may not call up 
the nomination for a vote. 


ECONOMY 

WASHINGTON (AP) 

With most signs pointing to a softening economy, analysts and financial 
markets are anticipating that the job market will start to slow down. But some 
analysts say there is a chance of surprising payroll growth that would cast 
doubt on the widely held belief the economy has begun a hoped-for soft landing a 
slowdown without a recession. The Labor Department will announce April 
employment figures Friday. 


MARKETS 
TOKYO (AP) 

Stock, foreign exchange and other financial markets in Japan were closed 
Friday for a national holiday. They resume full activity Monday. 


WINE BENEFITS 
LONDON (AP) 

While drinking alcohol might make you live longer, wine works better than 
.hard liquor, a new Danish study suggests. The 10-year study of 13,285 men and 
women found people who drank three to five glasses of wine a day lived longer 
than those who abstained. Hard liquor-drinkers died sooner, and beer had no 
impact. The findings are to be published in Saturday's issue of The British 
Medical Journal. But it still isn't clear that the benefits outweigh the risks. 
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SPORTS 

INGLEWOOD, Calif. (AP) 

Nick Van Exel scored 34 points and Vlade Divac added 23 as the Los Angeles 
Lakers defeated Seattle 114-110 Thursday night to win the best-of-5 series 3-1 
and make the SuperSonics first-round playoff failures for the second year in a 
row. 


LANGUAGE: ENGLISH 
LOAD-DATE: May 05, 1995 
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The President 
January 5, 1994 
Page 2 


3. The White House should say as little and produce as few documents as 
possible to the press. Statements and documents likely will be incomplete or inconclusive, 
and could just ftjel the fires. •' i 




The White House should ensure that what statements it does make are 


consistent and coordinated. Erroneous or conflicting statements could oe disastrous; the 
Nixon White House brought huge trouble upon itself by issuing inaccurate, inconsistent 
statements about Watergate. The Washington Times in particular has been dissecting current 


-/ 5. Responses to official inquiries!- both written and oral - must be carefully 

made. Even oral misstatements could result in investigations and sanctions. Moreover, the 
Department of Justice, FBI and Park Police all leak unconscionably (and alreadyliave as to 
these matters), and some officials obviously are inclined to attack the White House’s 
handling of the inquiries. 

i i 

f“\ 6. The White House should not forget that attorney-client and executive privileges 

are legitimate doctrines in proper contexts. While the on-going release of Whitewater 
documents to Justice seems appropriate, Beraie initially acted properly in protecting the 
conteots-of-V ifl ce's-files. ^ 


7. If politically possible, Janet Reno should stick to her guns in not appointing an 
independent counsel for Whitewater. An independent counsel — who might pursue his or her 
self^aggrafldizeme n ri atliei than tl ie-truth — b-a-fc eip c for tr ouble. 


/ 8. The White House must let Justice do its investigation without interference. 

-Any hint of attempts at interdiction or manipulation would raise the spectre of Watergate. 

9. The White House also should avoid any future contacts with subjects of the 
investigation that might provoke cover-up allegations. 


n 


10. You should continue to demonstrate that you are engaged fully in the business 


of running the government and not distracted by these side shows. If the press senses 
concern, its efforts redouble. 

v \ 


IT Because you will comlmic TD teceive i cpo rte r q u estionrabout these matters, I 
respectfully suggest that you always be prepared personally with a response to the issues of 
the day. I expea that "no further comment* often will suffice. 


u 
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LAW OFFICES 

WILLIAMS 6 CONNOLLY 

725 TWELFTH STRLiT S W 


DAVID E KENDALL 
( 202 ) 434 - 5(45 


January 5, 1996 


WASHINGTON. D C 20005 eb«a« b >. MMt rr 

(202) 434-5000 
FAX (202) 434-5029 


Robert J. Giuffra, Jr., Esq. 

Chief Counsel 

Committee on Banking, Housing and Urban Affairs 

United States Senate 

534 Dirksen Senate Office Building 

Attn: Mr. Joseph Kolinski, Chief Clerk 

Washington, u.C. 20510-6075 


Bv hand 


Dear Bob: 


I am herewith making a supplemental production of 
documents to the Whitewater Committee. I enclose documents which 
we have stamped DKSN028928 to DKSN029043 . These documents were 
discovered yesterday by Ms. Carolyn Huber, Special Assistant to 
the President/Special Director of Correspondence. The documents 
appear to be copies of Rose Law Firm billing records for the 
firm's Madison Guaranty representation in the mid-1980's. From 
the run date on the Client Billing & Payment History (February 
12, 1992), the copies appear to have been collected early in the 
1992 Presidential campaign. Upon review, it is clear that these 
records confirm our earlier sta. merits about the nature and 
amount of Mrs. Clinton's work on this representation, but I am 
pleased that the Committee can review them and resolve any 
questions about Mrs. Clinton's work for itself. 

We are producing copies of the documents Ms. Huber 
discovered -- the originals have been furnished to the 
Independent Counsel. 


Sincerely, 


David E./ Kendall 


Enclosures 

cc : Lance Cole, Esq. 

DEK/bb 
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RcspaastfoT&ose Law Firmlo' 
Interrogatory Propounded by the Special 
Committee to Investigate Whitewater 
development Corporation and Related Matters 


Interrogator 


Plcisc list every person who had access to, or had knowledge of, Rose Law Firm files 
cr^itled "A3530.1 Madison Guaranty Ltd. Ptnshp Application/Brokerage Activities; A353&2 
Madison/Guaranty-Net Worth-(1985) Preferred Stock Offering; and A3530J Madisop 
G laranrv Preferred Stock Offering (Corporate)” or any other files, including time sheets and 
biling records, related to work performed by the Rose Law Firm on behalf of Madison 
Giaranty Savings & Loan prior to November 22, 1993. 


I They 



("Rose") has produced the files identified above to the Committee 

L i 


following production nurabl 


ranty Ltd. Ptnshp 
kcrage Activities 


A3530.2 
Madison Guaranty-Net Worth- 
(1985) Preferred Stock Offering 

A3530.3 | 

Madison Guaranty Preferred 
Stock Offering (Corporate) 


i 


Production Numbers 


RS 000382< RS 000642 

I 


RS 000643 - RS 000674 

I 


RS 0006751- RS 000722 

i 


In addition Rose has produced all of the accounting records, billing records and 

n 

relating to Madison Guaranty that are still in existence at the firm after nearly eleven 


/ 



Rdse cannot be sure of the names^f all persons who had access to or knowledge of 
files re aung"u5l^ 

crcatfcl by Richard Massey of Rose, and he and his secretary had access to thdra. Ai some 

i 1 I 


juaranty prior to November 22, 1993. The files listed above were 


i 


1144 


point, thos^ files were senttoJRos$!s^emoU storage wai^tTOttsc*^^ stora^ file 

clerks hid knowledge of'ind access to them. While in the remote storageTacility, any\>f 
Rose/S attorneys or administrators theoretically had the ability to retrieve themXIn early\ 
1992, Mr. Massey gave the files or copies of them to Vincent Foster. The original filesswere 
ioved frpm Rose, although Rose docs not know when they were removed, who removed 
m or who had access to them while they were outside the firm. Rose understands th^t 


thi ti 

Mr. 


Hubbell possessed those files in 1993 and delivered them to David Kendall. Mr 
Kendall sent them to Rose on November 22, 1993, and Rose carefully preserved the file: 


reaftd 


LnVddition, Rose attorneys Richard Donovan and Herbert Rule had files relat ng 


I 


; for Aiadison Guaranty. Those attorneys and their secretaries had know! dge 


o their files when they were active matters. Rose believes that Wule’s 


original fil^s wcVe returned t| the client in 1986. Jbc remaining/i 
vtftre 



sent to the 

remote storage N waie house wlftre Rose storage file clerks would hav^ejiadJaiQwledge^ 
access to them. As Mr. Massey’s files, theoretically any Rose/artomey or administrator 
had the ability to retrieve them. Those files alsc 1 


and they are numbered RS 000001 to RS 000161 


prpdi 


have been produced ,to the Committee, 


and RS 000184 to RS 000199. 


/ With respect to timesheets, the practice varies from attorney to attorney. In 1985- 
1986, the attorneys and/or their secretaries submitted typewritten timesheets to therm’s 
accoun|ii^g department, which keyed the information into thej accounting computer, 


ini department did not retain the typed timesheets, primarily because the bi 


memortnrlnTn was the finnV lisring-of-conte^ be entries. Each attorney 


bill in g\ 


l 


l \ 
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decided Whether 10 retain ajeepy of his or her timesheets for his orhex own files. Like 
each attorney could^iccide how long to keep his or her own timesheets. Ofthose attome, 
wh</ kept timesfieets, some would keep copies in their files near their office, whHe others 
se/t old timesheets to the remote warehouse. The length of time that timesheets werXkept 
varied among the anomeys. In addition, the firm consistently encourages attorney^ to 
r :vicw tiieir lists of files in the remote storage facility to identify files that are unneeded 
can be discarded. For example, a concerted effort to eliminate unnecessary files w; 
underti ken during the summer of 1988. 

(Lose has produced to the Committee the timesheets of Thomas Thrash, Davis 

AThamasARichard Donovan and Rebecca Arnold, which are the only timesheets relating to 

* \ \ ‘ < I \ / 

idumn Guaranty that are still in existence after nearly eleven years. Rose has no^ocated/ 
eshe^ts f^othcr anomeys who worked on matters for Ma jlison Guaramy^jncl^ Mrs 
>sc\elievcs that Mrs. Clinton's timesheets from 19£5-ri986 probably were 


Jlinton. 


discarded in m^a^part of the concerted effort made by the arm-tonx ducejri&c costs of 
keeping unneeded documents. (£ee Document No. RS 002372A) 


With respect to other billing records, the billing records for each fiscal 


in Rose’s accounting department during that fi/cal year. Sometime after the^end of each 


. ! 

iomc 

T 




ear are kept 


i 


fiscal year, the fiqn's billing records are boxed/and sent to t|e remoie storage warehouse. 

counting staff has knowledge of and access to those records. Theorcti^y, any 
fey in the firm also could ask to review any of the bills in the possession o' 
iccDuoting department. In 1989 or 1990, a Rose partner w orking on the Fjga j/tig 
retrieved the billing records foe the firm’s prior work forjMadison Guaranty whet h 


f 


1 


i 



* 3 - 


Guaranty/ He brought t^matter to Mr. HubbelTs attention and gave MrxHubbell the 
billing /ccords. Th^fcose partner was assured by Mr. Hubbell a few days later the 
prior representation had been disclosed to the RTC. Rose docs not know what Mr. Hubbell 
did with thc/records. It is Rose’s understanding that Mr. Hubbell and/or Mr. Foster\ 
reviewed the billing records for Madison Guaranty in approximately February 1992, but 
none of the attorneys or employees presently at Rose has any personal knowledge about 
those, events. Both before and after that time, Rose’s accounting department made a 

T 

concerted effort to discard old, unnecessary records, and Rose believes that most of its 
recor n 1985 were discarded. 




I have reviewed the answer s^r forth 
above and it is true and correct to the 
jbest of my knowledge phased on my 
Ipersonal knowledge ^and information 
Iprovided to me. 




/ 




Ronald M. Clark 


[Subscribed and sworn to before me 
[on this the /7^ *clay of January, 1996. 
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TO: 

W ilhe lm / Linds ev 

March 13, 1992 

FROM: 

Loretta Lynch and Diane Blair 


RE: 

Questions to be Answered 



Tiers are priority question s which ve have exhausted other avenues 
of inguiry on. Despite considerable eifon by tie defense tear and 
exhaustive review of documents available to us, questions remain 
that simply must be answered by Hillary and 3ill themselves. 


1. Did 3ill Clinton solicit a retainer agreement far the Rose Lav 
Firm from Jim McDougal? If so, when did that happen and wha 
were its terms? Who, other than Jim and Susan were privy t 
that discussion? 


2. Was there a time when Bill did encourage people to give 
Hillary legal business? If so when, who did he encourage, and 
who might confirm that to the press? 


3. Why did BC take out a 3K loan from the 3 ark or Cherry Valley? 
Was it related to WWDC? In what way? 


4. Why did 3C write a 520,744 check to Madison Bank on 2/2/32? 
How was it related to WWDC? 


5. Did they ever ask the McDs any questions about the management 
of the property? 


6. Is there some reason (other than McOougal's express request) 
to explain the appointment of John Latham, Madison Guaranty 
SiL's CEO, to the S5L Board in 1985? 


7. When was the Rose Law Firm put on retainer by McD and far what 
business (LL has asked Webb Hubbell this question numerous 
times. The answer continues to change, despite the repeated 
press inquiries on this exact point) . 


DKSN028158 


o It 
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RELATED TO THE DEMISE OF THE MADISON GUARANTY SSL . . . IN 1986 
FEDERAL HOME LOAN BANK EXAMINERS BEGAN AN EXAMINATION OF MADISON 
GUARANTY ' S RECORDS . BY THAT TIME , MCDOUGAL WAS NOT AN OFFICER OF 
THE SSL; HE WAS PRESIDENT OF MADISON DEVELOPMENT — ONE OF THREE 
INDEPENDENT SUBSIDIARIES OF MADISON GUARANTY. ... IT WAS NOT 
UNTIL A FULL AUDIT WAS CONDUCTED IN 198 6 THAT THE SSL WAS 
DETERMINED BY FEDERAL BANK EXAMINERS TO BE INSOLVENT FOR 
INSUFFICIENT CAPITAL — PRIMARILY BECAUSE DURING THE 1986 AUDIT 
FEDERAL EXAMINERS DEVALUED A NUMBER OF ASSETS ON THE BOCKS OF 
MADISON GUARANTY. THIS AUDIT HAD NOTHING TO DO WITH THE STATE'S 
SECURITIES COMMISSION OR ITS COMMISSIONER, 3EVERLY BASSETT. 


5 . "The aew commissioner approved two novel proposals to help 
keep che savings and loan alive than were offered by Hillary 
Clinton, Gov. Clinton's wife and a lawyer. She and her firm 
had been retained to represent the savings institution. " 

THE ROSE LAW FIRM (OF WHICH HILLARY CLINTON IS A PARTNER) WAS 
RETAINED TO REPRESENT MADISON GUARANTY. THE BUSINESS WAS BROUGHT 
TO THE FIRM NOT BY HILLARY CLINTON, BUT BY RICHARD MASSEY, LONG- 
TIME FRIEND OF JOHN LATHAM, MADISON'S CEO. HILLARY CLINTON DID NOT 
INTERVENE OR ATTEMPT TO INFLUENCE ANY MATTER CONCERNING MADISON 
GUARANTY WITH THE STATS SECURITIES COMMISSION OR ANY OTHER STATE 
REGULATOR. RICK MASSEY, NOT HILLARY CLINTON, WAS THE ROSE FIRM'S 
LAWYER WHO MET WITH STATE REGULATORS TO DISCUSS PROCEDURES TO 
IMPROVE THE SSL'S FINANCIAL RESERVES, PROCEDURES THAT WERE BEING 
USED 3Y THE FEDERAL GOVERNMENT TO STABILISE FEDERAL SSLS AT THE 
TIME THEY WERE PROPOSED BY MASSEY. 


THE STEPS TAKEN TO ENHANCE MADISON'S FINANCIAL POSITION WERE IN 
LINE WITH OTHER STATE AND FEDERAL ACTIONS IN OTHER CASES. NO 
PREFERENTIAL TREATMENT WAS GIVEN TO MADISON, AND THE ARKANSAS SSL 
ADMINISTRATOR HAS SINCE ALLOWED OTHER SSLS TO ISSUE PREFERRED STOCK 
IN ORDER TO ENHANCE THEIR CAPITAL RESERVES, JUST AS RICK MASSEY HAD 
PROPOSED IN 1985. 

MR. MCDOUGAL 'S LAWYER, SAM HEUER, CONFIRMS THAT BEVERLY BASSETT'S 
APPOINTMENT HAD NOTHING TO DO WITH AND COULD NOT HAVE BEEN RELATED 
TO THE DEMISE OF MCDOUGAL 'S SSL. MR. HEUER FURTHER CONFIRMS 
STATEMENTS GIVEN TO THE TIMES BY BASSETT TWO WEEKS AGO THAT "IT WAS 
NOT UNTIL A FULL AUDIT WAS CONDUCTED IN 1986 THAT THE SSL WAS 
DETERMINED BY FEDERAL BANK EXAMINERS TO BE INSOLVENT FOR 
INSUFFICIENT ASSETS." 


THE PRIMARY JOB OF THE STATE SECURITIES COMMISSIONER IS NOT TO 
REGULATE THE SSLS, WHICH MUST ABIDE BY THE FINANCIAL REQUIREMENTS 
SET BY THE FEDERAL GOVERNMENT. THE PRIMARY PURPOSE OF THE STATE 
SECURITIES DEPARTMENT IS TO OVERSEE AND ENFORCE STATE REQUIREMENTS 
REGARDING THE INTRA-STATE TRADING AND ISSUANCE OF SECURITIES. 

- 3 - 


TMCS-N028065 


1149 


3 


tfrfX rtf k^f^Cjt! xi A-ft Zy£ iASste — — /g 

t*4tr £- 



£e^P/Pl<, L/ Xi^ aJqqT 7%* Pa* 2 

'j& ( ~f * — At i*s/t {*d Ac Ac 




I tf+ lasM* . /+*/?,-< / J r-r fit Pis/f UA Sir 

jfcLiA^cL lLs — 3- Ait /fr 1 //* - ic^.J*t+f ^Zttf i l'4'A’+c _ /So 

h ** /—$ a- t <1 y / ** /~?4g — $Azid — Aid- ~~fh 

/4{*’'f 7t A.*> ^iJ» tAs*<r A ■lJudicS~A^<f A-Stlt. 

-Iijs—J B rAi > SvsLl d*^A**lUr£S_ J~?L- JlC^_ 

j-jX. 7l>ll ^ -e.i~c*.*/{\ic. ke.b A-rtj+ y A n ' 

\ ~^ $id / £. _/j 1 1 / Ch'Sl**' TtH A^C 0 > sX gr/A s Ac ist/ dsf 

yj—h H* ^ _i Jo. t Q p. Co tMJLL ~fr U 

Xju U#. cL A ~a/1 ^ L i> 1(1 ±1 if ^ 





A 


X - 


^ ^ Tj ^AhlU 


-£ 




Sl/ A^c L 



-rj±z#/i 


A^l 7 %i //j*?r 


Z t t*' lU -LLaT- --A=- 




_^4=±d_ 


— ~fk 

PjJLa^—IAJA} 


$&As A-i^C^rClC 

&4r*cssd ht-1 A ~ C'vse A »ic^. 


-Ade .- 


AApiXL W* 3 Arys 7Zr+y . /tA"/' 

— AitzJ — 1& ^TL — d-cu'*./j/jk^±*~J~' £\JL . icets dtc^y_ 


-JdOtCLPAr (^*A*?L-* , ti ...U *£. s 

</_ eyL — 7?* — — A 




lO—Pull cU^es, <1 




_^Hc/ l C -, fees * _ -eX/2,^ fj7 _ "7^/1 A , /A Y^ 



~ -. r,., ry / — 

_cM tin — GilA_C _ 

IJj.jyyl n yL^yfe^L CAznAc^J^^/L'J^jLAr. i <l_ , 

h,Jy UfT a. „ 

j 4 £ .. Cy*-^ JJ z?4t7L_ /^//(SahA^ ^yC'*x£<J<'( _ s^rf?s+y><- “t- 7W 

' ,/ )D.-/i/*<ii*<l.—^p-. (mv< Hi (b y &** « ■ — >7 c . i>t/ 

~~f kt' u ^'U. V cs+ 't, L-^^Y C-0 * t b 4//^ Aesij £+*J 


-^A 


0 


0000637 


1150 


PAGE 6 

1ST STORY of Level 1 printed in FULL format. 

Copyright 1993 The Times Mirror Company 
Los Angeles Times 

November 7, 1993, Sunday, Home Edition 
SECTION: Part A; Page 17; Column 1; National Desk 
LENGTH: 1909 words 

HEADLINE: FALLOUT FROM COLLAPSE OF S&L SHADOWS CLINTON; 

INQUIRY: TWO TARGETS OF CRIMINAL PROBES CHARGE THAT THE THEN-GOVERNOR HAD A ROLE 
IN THE DEBACLE. THE WHITE HOUSE STRONGLY DISPUTES THE ALLEGATIONS. 

BYLINE: By WILLIAM C. REMPEL and DOUGLAS FRANTZ, TIMES STAFF WRITERS 

DATELINE: LITTLE ROCK, Ark. 

BODY: 

The 1989 failure of a small Arkansas savings and loan has triggered criminal 
probes targeting some of President Clinton's oldest friends and political 
allies, compelling the President repeatedly to deny allegations that he had a 
role in the debacle. 

One of those longtime Clinton associates is James B. McDougal, former owner 
of the ill-fated Madison Guaranty Savings & Loan, who told The Times that he 
hired the then-governor ' s wife, attorney Hillary Rodham Clinton, in 1984 because 
Clinton said his family needed financial help. 

David Hale, another longtime political supporter and former Clinton-appointed 
judge who is currently under federal indictment for loan fraud, said he made a 
$300,000 loan to McDougal 's wife in 1986 after Clinton personally asked him to 
help . 

That loan, backed by the Small Business Administration that subsidized Hale's 
investment company, was never repaid. 

McDougal has acknowledged that $110,000 of that SBA-backed loan was invested 
in an Ozarks real estate venture in which the Clintons were half -owners. 

Both claims -- that the governor lobbied the ailing thrift to hire his wife 
and that he urged Hale to loan money that went into a Clinton-owned business -- 
have been strongly disputed by the White House. Clinton told reporters last week 
that he and his wife had done nothing improper. 

But such allegations, raising questions about possible conflicts of interest 
and abuse of office by the then-governor of Arkansas, continue to be nettlesome 
because they are coming not from Clinton's critics but from some of his oldest 
friends and supporters . 

Take, for example, the story behind Hillary Clinton's legal retainer. 

The matter first became an issue during last year's presidential campaign 
when it was disclosed that Hillary Clinton had represented the savings and loan 
in an appeal for favorable action by the state securities commissioner, an 
appointee of her husband, the governor. 
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What had not been previously reported was McDougal's explanation for hiring 
the governor's wife. He provided this account in a recent interview with The 
Times : 


Early one morning about nine years ago, McDougal answered a knock at his 
office door from a winded and sweating Clinton, out on one of his morning jogs. 
Clinton was then struggling to retire campaign debts and to make ends meet on 
his $35 , 000 -a -year salary. The governor expressed concern about his family's 
financial condition and told McDougal that "things were tight," requesting that 
the savings and loan send some business to Hillary Clinton through her law firm. 

"I asked him how much he needed, and Clinton said 'about $2,000 a month' " 
McDougal said. Later that day, the Madison Guaranty owner said, he directed an 
S&L executive to immediately put Hillary Clinton's Rose Law Firm on retainer for 
that amount. 


"I hired Hillary because Bill came in whimpering they needed help," McDougal 
told The Times. He said he had no specific legal work in mind when he hired 
Hillary Clinton. 

McDougal said he recalled the event vividly because he was so uncomfortable 
in the meeting -- not over the retainer issue, but because throughout that 
morning conference, Clinton sat sweating in McDougal's new leather desk chair, 
an expensive gift from his wife. 

There is no dispute that Hillary Clinton subsequently went on retainer for 
Madison Guaranty at $2,000 a month. But White House Press Secretary Dee Dee 
Myers said Clinton never sought business for his wife. 

"The President had nothing to do with it," Myers said. "He never solicited 
business for the Rose Law Firm or his wife. This never happened." 

McDougal, who was acquitted in 1990 of loan fraud charges stemming from his 
S&L's collapse, acknowledged that he is the subject of a renewed criminal 
investigation into other aspects of the thrift's failure. 

But White House efforts to discredit McDougal pose something of a dilemma 
since he was once a close friend and business partner of Clinton. It was their 
business arrangement that first brought Clinton some political embarrassment. 

Early in the 1992 presidential campaign, the New York Times disclosed their 
partnership in a speculative land venture called Whitewater Development. The 
Clintons and McDougals shared 50-50 interest in the Ozarks project from 1978 
until the very eve of the presidential inauguration. 

The Clintons reportedly lost money in the deal. However, the press account 
questioned whether the governor should have been in any kind of business 
relationship with the owner of a state-regulated savings and loan. 

Compounding concerns about such potential conflicts of interest was the 
disclosure that Hillary Clinton, while on retainer to Madison Guaranty, had 
represented the S&L in its appeal to the state securities commissioner. 

Last week, the Washington Post reported that federal investigators are trying 
to determine whether McDougal may have improperly used Madison Guaranty funds 
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In April, 1985, the S&L hosted a fund-raiser at its Main Street office to 
raise $35,000 for Clinton. Investigators suspect that $12,000 of that money may 
have come from overdrafts at the faltering financial institution. At the time, 
McDougal was trying to get state approval to raise new capital for the savings 
and loan through various unconventional means. 


That approval later was granted after an exchange of correspondence between 
the newly appointed state securities commissioner and the Rose Law Firm, one of 
which was addressed to "Dear Hillary." 


Hillary Clinton has said she did only minimal work on the appeal and that 
there was no conflict of interest involved. Beverly Bassett Schaffer, the 
Clinton-appointed securities commissioner, said in an interview that Hillary 
Clinton's role did not influence her approval of the appeal. 


Ultimately, the state-approved capitalization plans were not implemented, in 
part because Madison Guaranty's financial condition deteriorated too rapidly. 


Meanwhile, during the same period that Madison Guaranty was helping Clinton 
raise campaign money and paying a legal retainer to the governor's wife, the 
state sent some business Madison Guaranty's way as well. A state of Arkansas 
revenue office rented a vacant building controlled by the S&L. McDougal, 
according to published accounts, said Clinton had helped him get the contract. 


By early 1986, however, the condition of Madison Guaranty was sufficiently 
perilous that McDougal and others were especially concerned about a pending 
federal examination of their books and records. 


McDougal denied knowledge that his S&L was in trouble, but a previous bank 
examination in 1984 had already cited Madison Guaranty's extensive real estate 
loans to entities controlled by McDougal and his associates. 

Examiners warned that the "viability of the institution is jeopardized 
through (its) current investment and lending practices in real estate 
development projects." 

Records show that McDougal had invested heavily in a number of real estate 
development deals, some of them with politically prominent people. Those loans 
and investments would result in another scathing bank examination report in 
1986. 


It was in anticipation of such criticism, Hale said, that McDougal asked him 
for help. It also is the origin of another disputed link between the failing S&L 
and Clinton. 


In a series of interviews, Hale provided this account: 

It was around February, 1986, when he was called to a meeting with Clinton in 
one of McDougal 's real estate development offices on the outskirts of Little 
Rock. 


At the time. Hale operated a family investment firm called Capital-Management 
Services, which loaned out venture capital to minority and disadvantaged 
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borrowers and which was subsidized by the SBA. According to Hale, McDougal had 
previously asked him to help clear up some potentially troublesome obligations 
involving "the political family" on the Madison Guaranty books. He said he came 
to learn that the family included Clinton, although he did not know details of 
the governor's involvement with McDougal or the S&L. 

On one occasion, when Hale happened to be waiting for a ride on the steps of 
the state Capitol as Clinton passed, he said the governor approached and asked 
if Hale was going to be able to "help Jim and me out." 

Hale was a prominent Arkansas Democrat, and he and his family were longtime 
political supporters of Clinton. When the governor created the state's first 
municipal small claims court, he named Hale as its first judge. By early 1986, 
Hale was running the biggest court in the state. 

"I knew I had to help. There never was any question, " Hale said. 

At the February meeting with Clinton and McDougal, Hale said discussions 
centered on how to structure a $150,000 loan using Hale's SBA-backed fund. 

"Bill said they could use some raw land in the Ozarks as collateral, but that 
his name couldn't appear on any of the documents," Hale said, noting that he 
declined the offer of raw land as security since the SBA did not consider it 
reliable collateral. 

They agreed, Hale said, to make the loan in the name of Susan McDougal, the 
Madison Guaranty owner's wife. Hale said that some days after the meeting with 
Clinton, McDougal asked Hale to raise the loan amount to $300,000. The increase 
was not discussed with Clinton, he said. 

The White House said last week that Clinton had no recollection of any 
meeting with Hale about a loan. McDougal also said the meeting never occurred. 

However, not in dispute is the fact that Hale did make a $300,000 loan to 
Susan McDougal, doing business as Master Marketing. What happened to most of Che 
money remains a mystery. 

According to McDougal and documents, $110,000 of that loan went toward a down 
payment on land for the Clinton-McDougal Whitewater Development project. 

McDougal said he made that investment without consulting the Clintons and the 
land was later lost to foreclosure. 

The $300,000 loan to Susan McDougal, now divorced from the former thrift 
owner, also went into default, contributing to a financial crisis in Hale's 
SBA-backed fund that he contends led to his current legal problems. In July, he 
was indicted on three counts of loan fraud unrelated to the McDougal transaction 
and immediately resigned from the bench. He remains under investigation. 

While it has been more than four years since Madison Guaranty failed, costing 
U.S. taxpayers about $47 million, criminal investigations arising from the 
failure continue. In recent weeks, sources say, federal regulators have asked 
U.S. Atty. Paula Casey, also a Clinton appointee, to investigate several other 
transactions at Madison Guaranty. As a result, McDougal -- like Hale -- remains 
under a cloud. 
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White House officials point to the criminal charges pending against Hale and 
the potential charges against McDougal as evidence that their stories about 
Clinton are not to be believed. Nonetheless, the Administration has been unable 
to quiet the controversy. 

Last week, Sen. Lauch Faircloth (R-N.C.) asked Atty. Gen. Janet Reno to 
appoint an independent counsel to look into the finances of Whitewater 
Development. Reno declined, saying the Justice Department can handle any 
necessary inquiry. 

On Thursday, Rep. John J. LaFalce (D-N.Y.), chairman of the House Small 
Business Committee, asked the SBA inspector general to investigate Hale's 
$300,000 loan to Susan McDougal, including the $110,000 diversion to the Ozark 
property development. 

GRAPHIC: Photo, James B. McDougal Associated Press 
LANGUAGE: ENGLISH 
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MINUTES OF MADISON BANK AND IHUST 
BOARD MEETING 

The regular board meeting of Madison Bank arid Trust met Tuesday, 
November 27, 1984 at the >tedison County Telephone office at 6:00 PM. 

All members were present, and Chairman McDougal announced a quorum 
was present and called the meeting to order. 

The first order of business was the discussion of the Auditor's 
Report and tenagen*?nt Letter. The Payroll Procedures and the Incom- 
plete Loan Accounts were discussed. It was suggested that the 
accountant instruct bank personnel in a method that would more 
accurately reflect withholding at each pay period. 

The bond was discussed. The high race was of concern to the 
members. The Board instructed President Bunch to send a Letter to 
State Bank Caanissioner to determine another possible course of 
action. 

The FDIC Report of Examination of August 24, 1984 was discussed. 
This report was discussed at board meeting in Septanber in Fayetteville. 
Report again reviewed and discussed. Letter from Mr. Halvorson was 
made part of minutes on motion by Austin Smith, seconded by Julie 
Baldridge. It was approved unanimously. 

The minutes of the September meeting were read, reviewed, 
corrected, and approved unanimously. The loan portfolio was pro- 
duced by Mr. Bunch, with trouble loans high-lighted, and reviewed 
by Board. With loan reserve ratio in mind, it was believed the 
reserve was adequate based on this. 

The Daily Statement was read, reviewed, and approved unanimously. 

It was noted that earnings were $69,043 with a L/D Ratio of 51X and the 
Capital Ratio of 7.6X. _The reduct ion in earni ngs was attribtued to 
heavy acco unting fees for the audit apd a payment of legal fees from 
1983 lawsuit. President Bunch noted it was impossible that the Banks 
Capital Account could be evaluated because the accrual system on 
CD’s was not daily. Beginning new, we will move to find a method 
for daily accrual. It also was noted that a $225,000 CD was accepted 
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an discussed. Directors asked 


neon requested letter in detail on Cease and Desist Compliance 
the October board meeting. 

stated his office is pleased with the progress made and 
board to continue on with good work and to pursue all charge- 
McDougal expressed thanks to examiners for courteous and 
nt work. The examiners departed and the board meeting continued. 

lb -. were read, reviewed, and approved unanimously. 

Statement read, reviewed, and approved unanimously. It was noted 
” nings were at $59,861 with L/D ratio at 55%. Blanket bond 

The audit is couple ted. Mr. Sairples moved and Mr. Vaughn 
that Mr. Bunch have discretionary power to secure bond on time, 
ved unanimously. 

moved, Mr. Bunch seconded that action to transfer $50,000 from 
profits to surplus be rescinded. Adopted unanimously. 

were discussed. 

er scrutiny on this loan. 

loans re viewed * 

MMn house deeded to bank. Will list immediately for sale 
at $40,00 0. 

- This may be problem. Total loan is $25,000 with 
house worth in excess of $40,000 with first mortgage. At 45 
davs^tis to go to attorney. Divorce impending. 

“ $5,000 in escrow for radio station. Mr. Bunch 
will call P at Demaree regarding when sale of radio station. 

‘ ~ Ask f or collateral first, then principal re - 

i-- duct ion. on Huntsville Service & Supply note, 

am^hLs^can bring pressure. Mr. Bunch will proceed on this order. 
‘ ** Working and will pay. 

- Ha has called and stated he needs more time. 

_ “ Asked for renewal on loan for $31,500 with a $1,000 

reduce ion in principal plus interest at prevailing rate. Julie 
h. Baldridge moved, Easterling seconded that loan be renewed at 
’ prevailing rate with a 1,000 reduction in principal plus interest. 
It was appr oved unanimously. 

- Prosecuting attorney will be pursuing. Also will 
ask bankruptcy court to declare this a l, ^KJndischargable ,, debt 
•to pursue at length. 

Finn - We we $5,000 for Huntsville move appeal, according to firm, 
ssed the fact that new lawyer sent to argue case. Mr. Vaughn 
McDougal seconded that Mr. Bunch will negotiate settlement with 
Approved unanimously. 

al suggested books be adjusted to monthly payouts for annual 
od to pursue Wonder State diligently. He also suggested that 
of capital reserve arrived at by next board meeting. 


; no further business, meeting was adj 









1157 


TRANSCRIPT 
OF PROCEEDINGS 




NATIONWIDE COVERAGE 
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i:cie a:c:: 

\QS 2 _ a w 

i / \ \ 

Firm/ in the spring of 1985. In particular, I'd 1 1 .<e 

/ / \ \ 

jtc ask you abou: the recent testimony of Mr. Massey 

i ! : 

Jbef’cre the Senate committee. 

Have you had any occasion to see.* that 
\ ‘ ■' / 

testimony or review it or have it summarised/ to you? 


\ 


I have not seen or reviewed 


some, aensrai knowledce. mostlv thr cy^ch press accounts 

. v x . ^ \ 

cf wnax ne saic. 

x/ 

Q Here I'm paraphrasing -- I'm certainly not 

cutting -- but as I read his testimony, he said that 
he had certainly talked with Mr. Latham about doing 
work for Madison, but it was net up tc Mr. Latham to 
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he aid a ask v c _ -.a be billing : a e r . r. a r d 1 a r. * 
raise /t h e sue; e:: : : fees or retainer \ : . u . other 

metr.be rs zi zjr* 0 firm. 

/ y' I'd like c o ask you about >o ur G n 

recall ec: icr. of bow the client came i: dec:, hew 


/ your recollect ions compare with those of '] Massey. 


Well, as 


have said consistent! since 


11992 and again, i r m.y answers to the 


linnerr 

\ 


ocatcr les , 


mv recollection is 



at Mr. Massey 


wanted to da the work he had discussed v -Jz h / 

\ \ / / 

Mr v Latham, that some partners, I believe :/n the 


ised Mr^xliassey that tr.e 


securities section, had adv 

\ \ 

were not \en tnus las : i c about under taking 


representation c n behalf of Jim McDcugal and Madison 
because cf seme problems in having work pa:- for m 
the past, and that there were discussions among 
partners . 
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z o |iny recrec because of all the confusion and 

that has been raised by it. 

\ \ 

\ \ So I talked with Mr. Massey aboXit /that 

\ \ / / 

work a Mr. Massev told me, as his test imony/ relates , 

\ \ ■ y / 

thab x he had a talk with Mr. Latham j/ou: it \wasn't uo 

\ \ ^ N 

to Mr.\Lawham, and he wasn't getting any s untie it :r:n 


others within the firm, and I told him Z would talk 
to Mr. McLouaal, wnich I did. 

And as 1 recall, Mr. McDcucal said well, if 
Latham wants him to do the work, that's fine. And 
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15 <1 Q Do you recall 2 is cuss mg : h : s mamer w im 
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KENDALL: And acai'Xihis is 

a d d 1 1 1 ar* t c what :. k .s witness has air e a*d y se: f 
her 



answer 17? 

MR. ERDTSCN: Yes. 

THE WITNESS: No. I have said the. sans 

ihir.jg for four years, and my recollect ion\ is \ clear 
char partners wanted to encourage Mr. Massev. He was 

i / r 

a cc-oetter. He's an excellent lawyer. But irhev 

I " | j 

were somewhat hesitant because of our prior j 

\ ‘ / / 

experience with Mr. McDouaal, which is why the 

\ \ 

\ V 

retainer acreement was worked cut. 


BY MR. ERICSON: 


\ \ 

V 


x il tue w .* a « c 





partners, what did you say about Mr. McOougal and 
Madison Guaranty? 

A Oh, I don't recall, Mr. Zricson. 

(Discussion off the record.) 

MR. KENDALL: Mr. Encscn, back or. the 

question 

contacts with Mr. McDoucal in t> e ea r 1 v '80s to 
pe limited to litigation matters invcl vingXthe Bank 
jo f Eir.gsrnn nr perhaps other matters and net 


Peccrd, if we may. I construed ycur eaV 1 1 e r 

kbW^_c 
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C ? 





- 1 -- '~.CC.-~T ZV Neve— e: 10. 1594 . 09 20 to 1020; Che Treaty Acer.. 

w.-..:e .-Icuse res ioer.ee . 1 £ CO Per.r.sy Ivar.id Aver.ee . Wasr.ir.rior.. I I 

y ttntvcttt xxxx Perscr. 2 y pr.or.e 

-'"^CSC To interview Mrs Clir.ior. r.er icmer er.o 1 e jie r. t =, 

me Rose Law Tim. little Rccx. ArKansas 



vea ir.ier.cec lo cotam clarification or siooler.er.iil 
~~ mfc manor. 00 a swerr. affmavit Mrs. Clir.ior. execotac 

Sepoemer 15. 1994 The affidavit -as crcv.cec ir. 02spcr.se 

10 d comer cf r:r: iT r ^. -e p r 2 v ms 1 y provioec 10 Mrs C_m.tcr 
oy tr.e me CCC. 

Mrs Clir.ior. was asxed vnen and uncer wr.at :i::osi::.:es see ret Car. 
lasaier. Mrs. Clioior. acknowledged having oeo Mr Lasaier on d p p r 1 x _r.a tel 
ova ccodsicr.s out was uncertain as to the exact circumstances She 
recalled that 10 may have been 10 conjunction who a scr.ocl function 
involving her caugnoer Chelsea and one or acre cf .Mr. lasaoer's r.nlorsr. 

-r.c aoier.ced ohe sane school m Lillie Rccx Mrs Clir.ior. menaced sr.e 
*.a: nc professional or business re laiior.ship , inducing ar.y Legal 
repres enoaoisn ao any ouae , of Mr. Lasaier She stdtec she nac r.c -ay of 
c.cw::.- what, if any. relationship Presirer.t Clioior. nay have cr have r.ac 
-110 .Mr Lasaier. 

.Mrs Clinton was asked regarding Mr. Lasaier' s privaie airplane ar.c usage 
cf that airorafi. She siaieC she never iravelled cn Mr. Lasaier' s airplir.e 
ar.c hac no knew Lecge cf President Clioion having irsvellec cr. Mr lasaier' s 
” ’ ;.ie . Mrs. CIh ton was shown flight lags for Mr. Lasaier' s plane vmor. 
duded then Governor Clinton and others, Mrs. Clinton atatec sne hac r.c 
oolleoiicr. cf these trips Mrs Clinton ai3c indicated sne hac r.c 
^.icwlecge cf Roger Clinton having irsvellec on Mr. Lasaier' s plane Shewn 
some cf the passengers names. Mrs Clinton identified Cick Ke.lev as me 
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-••scare - f r:25-:?r.: Cl s me ir.er. '.\.rr_r._a Salley i.-.a i.3: _car.o_f 
‘.;a lasater as Car. lasater s -lie 


u r3 cl inter. _rcirstec sr.e r.ac r.c <r.cvlecc3 :: recollart _cr regarcirc Mr 
llsaoer raving sola company ir. 1:3: a r.c c.c *.o; rsci.__ having 

any legal wc:< relating to the lasater a r.c f cm.pa.-.y '.d-s:_: _rvclvir.g first 
i -.9 near, Savings a r.c Lear. Specifically. sr.e irc.caoac raving r.c 
recollection part ideating ir. tr.e se ttlam.er.t r.egct latior.s relatac tc t.-.is 
lawsuit cr ever having ciscus sec t.tis .matter - 1 1 r. Mr lasater s- 5 statec 
sr.e never cerrcrm.ec ar.v _agal ser.*::ss -or* ::: Mr lasater further. Mrs 
Clinton ircicatec s.te c_c r.c t ever eiscuss tr.e lawsuit -inn severe cutsice 
tr.e Plf 

Mrs Clir.trrf -as asoc several ctsstirr.s relatac tr tr.e *_rs t .-ur.encar. 
5avir.es ar.c Icar. Association v lasater arc 5 cm. carry suit ».t_c.t -as rilac ir. 
Ccttcer 1? = 5 Mrs. Clinton statec sr.e .tec r.c recc llect icr. c t tr.at 
litigati cr. cut r.ac teen i.tccrm.ec. prcearly cy Mr. Xa.tcall. tr.at Vir.ce.tt 
fester .ta.tclec tr.e matter. Mrs. Clir.tcr. -as snevn a copy c : tr.e cccumer.t 
ar.c asxec -r.y s.te s.cr.ec a cieaci.tr ar.c a metier, cr. ceralf cf Mr fester 
i.tsteac cf Mic.tae- Berne to . a.t attcrr.ey -r.c r.crm.ally as s is tec Mr fester. 
Mrs Clir.tcr. -as ur.ee re air. as te -r.y sr.e sier.ee tr.e cc cumenes ar.c tit ret 
ever, recall raving cer.e sc tut ircicatec it was ccrmal flJ practice ter a 
partner :: sign suer cecum.er.ts ar.c Mr . Ber.r.ecc -as ar. Associate. Mrs. 
Clinton re la tec s.te r.ac r.c <r.cvlecge cr reccllecticr c: t.te issue ef a.t 
-me r. tec cem.ciai.tt cr tr.e criminal ccnplair.o arc. acccrci.teiy . was ur.arla te 
■ c v 1 c e ar.y information rsgarccr.g t.tese issues . 

-rs Clatter, statec sr.e -as unaware t : ary ircermatier re tar tire Mr 
lasacar ravir.e stir ns _r teres t ir lasatsr arc feme ar.y cetera tr.e time sr.e 
-cr'cec t.te owe r.eurs vr.icr were ciiiec te t.te f f Iff furtrer. ir response 
te tr.e question cf -natter Mr. fester r.ac cere sc. Mrs Clinton statec sr.e 
t_e r.ct recall -r.etr.er Mr. fester circulatec a mencrarcum. te 'If atterr.eys 
query me t.te staff re ear tire pcssirle cere lie ts ef interest 5 re statec 
.ter coiner -eule ee tr.at vr.atev-r erececures were normally follower at tre 
ff-f -ere prccaoly alsc fcllcwec ir tre first American matter wrier was 
principally r ar.c _ sc cy Mr. fester. 

Mrs Clir.ter. -as asiese to cescrire her relaticr.srie vice Ms Patsy 
7r.cm.as scr . Sr.e statec s.te met Ms. Thcmasscr. at tre time cf Mrs. Clinton's 
arrival ir little Pccx, preoahly ir tre late l?73's. She statec Ms. 

7 r.c mas sen was active ir tre Arxar.sas Cemocratic Party politics vr.ere s.te 
-as wording for Senator Cavid Prycr. She recaliec trat see ar.c Ms. 
7r.cmasscr usee tre same hairtresser arc trey oecame cnercs. Mrs. Clir.tcr. 
learr.ee trat Ms. Thcoasson was wording for Car lasater aitroucr Mrs. 

Clir.tcr. was unaware cf ary RI_T attcrr.ey, inducing herself, having ever 
creviced rer. Mr. lasater or the company ary legal device or 
representation. She recalled trat Ms. Thomasscn had a position cf 
apparently great responsibility with Mr. lasater' s company arc trat it 
occasionally became stressful for Ms. Thcnasscr. particularly curing ere 
“ine vner. sne was caring for her eicerly mother wnc was very ill ar.c later 
_sc 

Mrs Clir.tcr. statec sne was unaware if Ms. Thcmassor hac power of attorney 
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vh-Ue Hr. Lasater was m prison m 1987. She stated she never ciscussec 
the First American v. Lasater Lawsuit with Ms . Thomasson or Mr. Lasater 

Mrs. Clinton was asked several questions relative to RLF work regarding 
Home Federal Savings. Mrs. Clinton indicated she had no knowledge or 
recollection regarding any matters involving Home Federal and is unaware c: 
ever having done any work on this matter or having been involved m any 
settlement negotiations . She stated she does not recall ever ciscussing 
the Home Feaeral case with anyone, particularly Mr. Lasater or Ms 
Thomasson, She had no recollection regarding Tom Mars, a former RLF 
attorney, being substituted as counsel for United Capital after Mr Lasater 
regained control of the company. 

Mrs. Clinton was then asked several questions regarding the RLF doing work 
regarding 11 Madison Guaranty Savings and Loan Association and related actions 
by RLF attorneys. First. Mrs. Clinton was asked whether Webster Hubbell 
sent a memorandum to other RLF attorneys regarding conflicts of interest 
prior to agreeing to litigate the Madison lawsuit against Frost. Mrs. 
Clinton said she did not specifically recall this having been done although 
this^ would be the normal practice and probably what was done m this case 
Mrs Clinton indicated she did not consider herself to be the attorney of 
record for Rose's representation of Madison before the ASD and presumed it 
to be Rick Massey. She recalled Massey came to her and asked her to the 
billing attorney which was a normal practice when an associate was handling 
a matter. She said that she believed Madison (then as Madison National 
Bank) had been a client of the RLF since 1982 and that Vincent Foster had 
been the responsible attorney. Later, in 1985, Mrs. Clinton recalled 
Madison (individual unknown) approached Rick Massey regarding a preferred 
stock offering in an effort to raise capital. 

Regarding Rose working on the Frost litigation. Mrs. Clinton stated she did 
not think it was a conflict of interest because of Rose's prior work on 
Madison involving the Arkansas Securities Department. Mrs Clinton 
indicated that it would have been normal to advise Webster Hubbell 
regarding her work involving the Arkansas Securities Department although 
she has no memory of doing so. She believed that Rick Massey probably 
talked to Hubbell about this issue. Regarding the Frost litigation wmch 
was handled by RLF, Mrs. Clinton was asked if she recused herself from this 
matter. She did not recall recusing herself from this mater although she 
did recuse herself from all matters involving the State of Arkansas because 
of her husband's position as governor. Mrs. Clinton stated she does not 
believe Rose had a conflict of interest regarding Madison, 

Mrs. Clinton indicated she has known Beverly Bassett Schaef fer ( Arkansas 
Securities Department) and her family for approximately 20 years. When 
Rick Massey prepared a letter to Ms. Bassett Schaeffer. Mrs. Clinton's name 
was used as the RLF contact because she was a partner and Massey only an 
associate . 

Mrs. Clinton was shown a January 30. 1986 RLF bill to Madison Guaranty for 
S 4 , 6 7 0 ; she did not recall the matter but presumed her name was listed as a 
billing partner. 

Mrs. Clinton was shown a January 23. 1986 memo from Rick Donovan re Madison 
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3ua V ::c She recullec cr.e issue per-.u.-.ac cr res*arer._r.c : r- - s - _ - t 
r,c’ ire -- =ry - l.rer.s ir.r uppruval : = r = l'rrr.rl rcr.sun.p-._r-. J-.I 

s:i:2 c cr.is r.a:'-2: was r.ar.clec sy = _c.< Genevan 

«rs ll.r.crr. -as usoc recumrr r-sruss ms -icn BIT ucccrr.ey lurrl Arre.r 
ar.c 2. -r.c ‘.a: parncec 2 pcrcri-c :cr “ai-icr. G-arancy * £7.2 suaiac 

sr.a i-i recull ar.y ciscuss _rr.s recurcir.c - 7. _ 3 r.uner 

= ecarc_r.r -ecsier Hue cell ur.c ir.e Ware :ur_ily Mrs linear. 3 u_c sne ■:nav 

5 £ 1 7. ware us Mrs Susie Sucre 1 1 ' s facr.er £r.e cue 11 1 v-.ui Becu 

Co rpc racier -as cue acxr.cwleccec kr.ovirc cr.ee ? C M l.-.r was u =ese 
cl.ar.c £ r.e ir.eieucec Wees car Sucre 1 1 ar.c cue: lu'-yers uc era firm - 
-cr< ::: PCM She sum sr.e eelievec Sucre 11 alsc raprasar.iac £air. -an us 
a - i.icivicuul 11 many issues y.rs Cl_r.ccr. scucac see 11c racu.l ever 

-.uvnc iersi 7 .ul ly werxae vicr ir rir wenscar Sucre 11 17. any issues 
_.-.vc Iv i.-.r PC.M alcr.cun sr.e scucsc . u _r S a null eric r.er sr.e rriracly c.c 11 
sc r.e werx rr. ic She scucsc sr.e -as unaware 1 : Mr Sucre _ 1 reicc u 

cerpcrace official c: PCM ar.c -as ur.uware r : ar.y 4 firewall' wrier. rey -.eve 

rear arrar.cec ui cr.e “-IT recarci no Mr Sucre 11 ar.c Ware ? urcrer . sr.e 
scacec sr.e -as ur.uware ir.ai .Mr ware r.uc rilec suic aracr.sc Maciscr. . 

Mrs Clir.cn was askac vr.er. was cr.e lasc cm.e sr.e spexe -11.1 Mr Sucre 1 1 
Sr.e ir.c.racec 11 -as several vee.<s 111 -r.ar. r.a ariar.cec a surprise eircrcey 
pare/ frr r.er ac cr.e Where Scus a Sr.e scucac sr.e r.us r.ever cisrussec ar.y 

issues recumr.r Maciscr. Guararcy cr rc.cer caccars cur r ar.c ly reir.c 
i.cvasciracac 


Mrs Clir.cn -us esxac erouc r.ar raluc_rr.sr._r -icr. Sure _c 1 1< a s S.-.s 
scucsc cue rr.cvr. r.rc ::: 2rrrcc1r.cc u ly IT y-sars £..a c_u 7.1c raru__ 

7.rw 7.s r.ay r.uve rear, involve* ir. ur.y PCM issues rue !pi 7 .ac s.ee r.uy .cave 
ra»ierrac sere lecal '-c:x cr Mr Irkas' New *' c r .< firm 

“.ecarci.ec Pamela Hericuse. Mrs. Clir.cn _r riracac sr.e knows r.ar ar.c c.eac 
sr.e r.ac rear, r.irac ry c.ce PG-J Crmemal ieccccr. She. r.cvever. -as a 

rare 1 : ar.y curve rsacirr.s vr.irr. rav r.uve reer. ccr.cuccec uc cr.e ?C_T 
’involving w 7 .ee r.er cr r.cc cs .cure .Ms Hericare 

Mrs Clir.cn was askec uccuc Ms. Gerry Salcricre Speer She ackr c-lac zee 
xr.cwirg her us Gary Speed's wife rue scacec sr.e was unaware Ms Speec r.uc 
reer. a pure rvr.er of Madison . 

Mrs Cl_r.crn was alsc asked questions urcuc raving wcr.<ec cr. Penn Square 
Suv i.-.cs ar.c loan anc Savers Savir.cs ar.c lean, sr.e scacec she cic r.cc recall 
raving verkee cr. eccher of chese ir.scicucirr.s . Specifically, recurring 
Per.n Square, she has no recollecciar. of ever wcrxc.cc ar. a lawsuic involving 
Scucr.wesc Grilling Associates.. 

Mrs. Clir.cn was asked abouc lee Bavnan and Perse Scucr Savings anc lean 
Association . Mrs. C linen nciracec sr.e hac nc recollecciar. cf cr.cs naccer 
alcnoegr sne scacec sne coes know Mr Bowman. 

egarcir.g Baccock loans anc Macisan Guuruncy . Mrs Clcr.crn scacec sr.e cr.ly 
ac u vague rear 1 lecc_rr. cf cr._s maccer anc cr.ac ic was scraencw re.acec cr 
Maciscr. 
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M _ s clrntcn was asxec if sne ever represented Jin Guy Tucxer am sne c* 
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interview was conduced at 10:33 a.m. 
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CONFIDENTIAL 

(a) Were YOU billing partner for matters nos. 1 through 4, 
all of which were opened in 1985? [Matters nos. 1 through 4 
were "Stock Offering," "Limited Partnership," "Bibler" and 
"General . " ] 

Yes. 

(b) Was Webster Hubbell the billing partner for MADISON 
GUARANTY matter no. 5, entitled " I.D.C.," which was opened on or 
about August 2, 1985? 

No, based on the time records, I believe that I was. 

{ c ) If so, why was Webster Hubbell, rather than YOU, the 
billing partner for matter no. 5? 

Please see my response to No. 62(b), supra . 


Interrogatory No. 63 : Identify the lawyers at the Rose Law 

Firm who had responsibility for obtaining Madison Guaranty 
matter no. 5 ("I.D.C.") for the Rose Law Firm. If the matter 
came to the Rose Law Firm without any solicitation on the part 
of the Rose Law Firm, identify the lawyer or lawyers at the Rose 
Law Firm to whom the matter was referred by the client or 
clients, and identified with respect to MADISON GUARANTY matter 
no. 5 . 

I do not recall how or why the Rose Law Firm was asked to 
give legal advice concerning IDC, or who was responsible for 
this . 


Interrogatory Nc . 64 : DESCRIBE the work YOU performed with 

respect to MADISON GUARANTY matter No. 5. 

I remember almost nothing about this work, but after 
reviewing certain memoranda prepared by Rose Law Firm lawyer 
Rick Donovan and copies of the Rose Law Firm billing records for 
the Madison Guaranty matter (which have been furnished to the 
RTC) , I believe that the work I did on this matter consisted 
primarily of supervising research concerning legal issues, such 
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ABC NEWS 

SHOW: 20/20 (ABC 9:00 pm ET) 
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Transcript # 1602 


TYPE: Show; Show 

SECTION: News; Domestic 

LENGTH: 8476 words 

HEADLINE: Hillary Clinton Speaks Out 

GUESTS: HILLARY RODHAM CLINTON. 

.... HUGH DOWNS: Tonight, Hillary Clinton under siege- this week the spotlight was 
supposed to be on her important new book about the condition of children in America, and 
we will talk about that a bit later. But there’s now an avalanche of serious charges and sharp 
criticism of the first lady, who has been called a ’congenital liar’ by a columnist. Her 
credibility and integrity are on the line and yet many Americans don’t understand the fuss. 
What has she done, if anything, that’s illegal? Has she been telling the truth? Well this week, 
Barbara braved the storm to sit down at the White House for an exclusive interview with the 
first lady. 

BARBARA WALTERS: Well the headlines this week dealt with records suddenly found and 
memos newly discovered, a paper trail that has led even some Clinton loyalists to wonder is 
Hillary Clinton a liability to the president? The White House was a picture postcard in this 
week’s snow, as quiet and still outside and inside as I’ve ever seen it. When we met with 
Mrs. Clinton, she appeared confident and serene, seemingly unruffled by this week’s storm 
of controversy. She’d read the accusations that she was inconsistent, or worse, a liar, and she 
was ready to sit down and reply. 

[interviewing] Mrs. Clinton, instead of your new book being the issue, you have become the 
issue. How did you get into this mess, where your whole credibility is being questioned? 

HILLARY RODHAM CLINTON: Oh I ask myself that every day, Barbara, because it’s 
very surprising and confusing to me but we’ve had questions raised for the last four years, 
and eventually they’re answered and they go away and more questions come up and we’ll 
just keep doing our best to answer them and hopefully it’ll end at some point. 

BARBARA WALTERS: Are you distressed? 

HILLARY RODHAM CLINTON: Occasionally I get a little distressed, a little sad, a little 
angry, irritated. I think that’s only natural. But I know that that’s part of the territory and 
we’ll just keep plowing through and trying to get to the end of this. 
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BARBARA WALTERS: Well let’s talk about some of the things that are so much in the 
news this week. The travel office- last week, a 1993 memo by a former White House aide, 
David Watkins, was made public, in which he says that you were responsible for the firing 
of seven people in the White House travel office because you wanted to have an Arkansas 
travel agency take it’s place, and there would have been nothing illegal about your doing 
that. But you have said you had no idea how the decision was made and that you had nothing 
to do with it. 

HILLARY RODHAM CUNTON: Basically. 

BARBARA WALTERS: Is he lying? 

HILLARY RODHAM CLINTON: Well I think what is fair to say is that I did voice concern 
about the financial mismanagement that was discovered when the president arrived here in 
the White House travel office. I think that everyone who knew about it was quite concerned 
and wanted it to be taken care of. But I did not make the decisions. I did not direct anyone 
to make the decisions, but I have absolutely no doubt that I did express concern, because I 
was concerned about any kind of financial mismanagement. 

BARBARA WALTERS: So is it a question of how much concern? I mean when you say you 
had nothing to do with it and he says you had everything to do with it, he’s either not telling 
the truth or it’s a misinterpretation. Where are we? 

HILLARY RODHAM CUNTON: Well I think- I don’t know, because I’m not aware 
exactly of what led him to say that. But certainly Mac McClardy, who was the chief of staff, 
took responsibility for the decisions, has said very clearly I did not tell him to do anything, 
he made the decisions, but he did it in consultation with many people whose advice he 
sought, whose concern he listened to. So I think, you know, that’s something that I’ll have to 
let someone else explain. 

BARBARA WALTERS: You see the picture that’s coming out is of this domineering first 
lady, you know that, and in his memo, he refers to an earlier incident in which he said you’d 
been furious over his failure to transfer certain secret service agents. He says he feared any 
delay in firing the travel office members would not have been tolerated by you. He said there 
would be hell to pay. What was this secret service incident? 

HILLARY RODHAM CUNTON: Well I’m not sure what David Watkins is talking about. I 
can tell you what I was concerned about, and again, expressed it. There had been some 
stories that were in the press attributed to secret service agents- 

BARBARA WALTERS: That you had thrown a lamp or a bible at your husband. 


HILLARY RODHAM CLINTON: A lamp or a bible or a Mercedes Benz or, you know, 
there were many variations on it. When stories like that get into what I consider to be 
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respectable journalism, it does bother me, and it particularly bothered me that the secret 
service was being used to try to substantiate untrue stories and I couldn’t understand that. So 
I was concerned about it and expressed that concern. 

BARBARA WALTERS: Did you ask to have certain secret service members put in another 
detail? 

HILLARY RODHAM CLINTON: No. No. 1 wanted the situation cleared up because- both 
for the secret service’s sake, which is, after all, charged with a very difficult task and we 
have a great relationship with them, but also for my sake. I mean, you know, I have a pretty 
good arm. If I’d thrown a lamp at somebody, I think you would have known about it and, 
you know, when those things are said, I just don’t want that to get a life of it’s own. 

BARBARA WALTERS: So you wanted the situation controlled or what? Use your words. 

HILLARY RODHAM CLINTON: I want- right. Well I wanted, for example, the secret 
service to be able to say that didn’t happen and- 

BARBARA WALTERS: Did they? 

HILLARY RODHAM CLINTON: Oh yes. I mean those stories stopped. 

BARBARA WALTERS: Did you ever throw a lamp at your husband? 

HILLARY RODHAM CLINTON: No I didn’t. 

BARBARA WALTERS: Did you ever throw a bible at your husband? 

HILLARY RODHAM CLINTON: No I didn’t. 

BARBARA WALTERS: Do you have a terrible tempera? 

HILLARY RODHAM CLINTON: No, but I do get angry about things. I’m not going to 
deny that. I do- there are things that I think are wrong or things that I think should be fixed 
and I am not at all shy about expressing my opinion. I try to be a direct person and- but I 
don’t tell people what to do. I say here’s what I think and I’m concerned about this. 

BARBARA WALTERS: [voice-over] Then there is the question of Madison Guaranty, a 
failed savings and loan that regulators say financed shady real estate deals. The bank’s failure 
cost taxpayers $60 million. Hillary Clinton was what her law firm called ’the billing partner’ 
for the Madison account. 

[interviewing] There is a dispute as to how much work you did for the Madison Guaranty. 
You have said it was minimal, investigators say you had a more involved relationship. Mrs. 
Clinton, I think most people don’t understand it, they don’t care how much you billed or 
how much money you made. But what they do think is were you aware of any shady 
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practices or actual wrongdoing on the part of this savings and loan for which you did legal 
work? 

HILLARY RODHAM CUNTON: Absolutely not. 

BARBARA WALTERS: You did not know- 
HILLARY RODHAM CUNTON: Absolutely not. 

BARBARA WALTERS: Even in their real estate deals? 

HILLARY RODHAM CUNTON: No, absolutely not, and in fact, this whole matter 
originated because of this Whitewater land deal and we said, when that came up, that this 
was a failed real estate transaction about 20 years ago now, where we lost money, and 
people said well prove it. So we proved that. Then they said well, okay, how about this? The 
person you were in business with also later bought a savings and loan. 

BARBARA WALTERS: Mr. McDougal. 

HILLARY RODHAM CUNTON: Mr. McDougal. Did you get money from that savings and 
loan? Was the money channeled to you? We said absolutely not. 

BARBARA WALTERS: Did it go towards the president’s campaign? 

HILLARY RODHAM CLINTON: Right, absolutely not, and, in fact, an independent study 
that has been done for the Resolution- 

BARBARA WALTERS: Trust. 

HILLARY RODHAM CUNTON: - Trust Corporation, the RTC, by an independent law 
firm, has looked at that Whitewater and Madison matter and said, indeed, what we said three 
and four years ago was the case. 

BARBARA WALTERS: But they didn’t have the billing records that they now have. 

HILLARY RODHAM CUNTON: Well, but that is not really the issue. You know, a month 
ago, people were jumping up and down because the billing records were lost and they 
thought somebody might have destroyed them. Now the records are found and they’re 
jumping up and down, but I’m glad the records were found. I wish they had been found a 
year or two ago, because they verify what I’ve been saying from the very beginning. I 
worked about an hour a week for 15 months. That was not a lot of work for me, certainly. 


BARBARA WALTERS: One of the fraudulent loans of Madison Guaranty, which has gotten 
suddenly a lot of attention, is something called Castle Grande. In a sworn statement, you said 
you had no memory of working on Castle Grande. 
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BARBARA WALTERS: Okay. 

HILLARY RODHAM CLINTON: There were no documents taken out of Vince Foster's 
office on the night he died and I did not direct anyone to interfere in any investigation. I 
know very well what we were talking about. We were grieving. We were supporting each 
other. I was asking questions about how other people who were close friends and colleagues 
of Vince were doing, how his family were doing, and some of those phone conversations 
consisted of us sobbing on the phone. 

BARBARA WALTERS: And nothing was taken from Vince Foster’s office that you asked to 
have looked over, kept from the eyes of the government? 

HILLARY RODHAM CLINTON: I didn’t even know he had documents of mine in his 
office, so that doesn’t make any sense at all. 


BARBARA WALTERS: You know, on the one hand, the fact that these two records, the 
billing records, and the travel memo come up this week, is certainly not something you could 
have wanted when you’re trying to publicize a book, right? 

HILLARY RODHAM CLINTON: That’s right. Absolutely. 

BARBARA WALTERS: Although Senator D’ Amato said- implies- that they were going to be 
found anyway and that’s why you had to release them, but the White House is not grandma’s 
attic and for two years people have been looking for these records. They were in your 
personal effects. I mean one wonders why they were just found now? 

HILLARY RODHAM CLINTON: Well one of them was. 

BARBARA WALTERS: What does it look like up there with your records? 

HILLARY RODHAM CLINTON: It is a mess. I mean that is something that- 

BARBARA WALTERS: That’s hard to understand. 

HILLARY RODHAM CLINTON: But I think people do need to understand that there are 
millions of pieces of paper in the White House and for more than two years now, people 
have been diligently searching but, you know, it’s something that I can’t explain because I 
wasn’t part of finding it, didn’t even know it was there. But I’m glad it was found. 

BARBARA WALTERS: Why don’t you just go up to Capitol Hill and talk to the Senate 
committee yourself and get this all over with? 

HILLARY RODHAM CLINTON: Well, we’ll cooperate and we’ll do whatever is necessary. 
There is nobody who wants this over more than I do. I really want it to be finished with, to 
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bring this matter to an end. 

BARBARA WALTERS: And if it takes your going and testifying yourself, you’ll go? 

HILLARY RODHAM CLINTON: I’ll do whatever it takes to cooperate. 

BARBARA WALTERS: I have a tough question to ask you. 

HILLARY RODHAM CLINTON: Oh dear. All your questions. 

BARBARA WALTERS: Do you think that you’re becoming more of the negative than a 
positive force for your husband? Are you becoming a political liability? 

HILLARY RODHAM CLINTON: Oh I hope not because I love my husband and I really 
believe in what he’s doing and I want to help him. But I have campaigned with him for, you 
know, gosh, ever since I’ve known him, and I’m going to do the same thing in this 
upcoming election. At the end of the day, the American people will know we have nothing to 
cover up, there is nothing that we have done that should be of any concern to anyone. We’ve 
tried, maybe not as smartly as we could have, to answer peoples’ questions, but we’ll keep 
doing the best we know how. 

HUGH DOWNS: Well when we come back, more of Barbara’s exclusive interview. Mrs. 
Clinton on the plight of children in America, the question of abortion, divorce and the times 
she’s had to bite her tongue in her own marriage. Stay with us. [Commercial break] 

BARBARA WALTERS: Today is the publication date for Hillary Clinton’s new book about 
children. Mrs. Clinton, as we have already seen, has strong opinions, and so it is with her 
proposals to help our children. The book is titled It Takes A Village, meaning it’s everyone’s 
job, not just parents, to raise America’s children. Mrs. Clinton says she wrote the book 
herself and the White House provided her copious longhand notes to prove it, for this book 
seems to represent Mrs. Clinton’s deepest concerns. 

[interviewing] Your book takes some very strong stands. This is not what some people 
thought was going to be a nice, soft book to show that you had a softer image. One of the 
controversial parts of your book has to do with health care. Remember health care? 

HILLARY RODHAM CLINTON: Yes, I do, very well. 

BARBARA WALTERS: Yeah. Okay. You speak of Medicare for older people and you want 
it for children. You want universal health care for children. You want federally funded or 
funded early education. Head Start. You want funding for proper day care. You seem to be 
swimming against the tide, you know? All we hear about is less government, less money. 
You’re saying just the opposite. 

HILLARY RODHAM CLINTON: Well that’s because I think the tide is not going in the 
right direction. I think we are causing ourselves a lot of problems because we are not doing 
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what it takes to support families and I mean hold them accountable, hold them responsible. I 
believe strongly in marriage. I think that divorce should be harder for people with children. I 
want people to take responsibility for themselves and their kids. But at the same time, I’m 
out there. I know how hard it is for most Americans right now. They don’t have a place to 
put their child that is safe and good, unless it can be subsidized. So for me, this is going in 
the right direction because in the long run, it is cheaper than prisons, it is cheaper than 
violence, it is cheaper than tearing at the quality of our life together. 

BARBARA WALTERS: Let’s talk about some of the social issues. You have said that this 
is- children who have one parent are two to three times as likely to have emotional and 
behavioral problems as children living in two parent families, are more likely to drop out of 
school and get pregnant, etc., and remarriage of their parents doesn’t seem to better the 
odds. What’s your solution to the one parent dilemma? 

BARBARA WALTERS: What you’ve just recited from my book is the case, that we need 
more parents to both get married and stay married in order to support children. There will 
always be exceptions. I write about my mother-in-law, who endured, I think, violence and 
abuse that should have led to a divorce. But in many instances today, it is not that extreme a 
case and I think we ought to do a little more, both to help parents stay together, but if it’s 
inevitable that they are going to divorce, to provide education and counseling so that they 
don’t let their problems affect their children. 

BARBARA WALTERS: And then in your book, you weave in your own personal 
experiences and you say, ’My strong feelings about divorce and it’s effect on children have 
caused me to bite my tongue more than a few times during my own marriage.’ 

HILLARY RODHAM CLINTON: Right. 

BARBARA WALTERS: When? Why? Oh I can’t wait to- 

HILLARY RODHAM CLINTON: All the time. I think any couple- 

BARBARA WALTERS: You’ve considered divorce? 

HILLARY RODHAM CLINTON: No, never a divorce, but certainly I have thought hard 
about how a situation can escalate out of hand. You have to really be committed to it and 
you have to be willing to make compromises and to bite that tongue from time to time. 

BARBARA WALTERS: To make that marriage last, almost no matter what. 

HILLARY RODHAM CLINTON: At least during the childhood of those children, yes. 

BARBARA WALTERS: You’ve heard the expression murder yes, divorce no. 

HILLARY RODHAM CLINTON: Right, yes I have. 
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BARBARA WALTERS: Did that ever apply to you? 

HILLARY RODHAM CLINTON: No, but maybe short of that. I’ve had. you know, just 
like all of us, we’ve had our ups and our downs but it’s been such a great commitment for us 
and I think having Chelsea made it even stronger. 

BARBARA WALTERS: I want to talk a little bit about Chelsea. She’s going to be 16 next 
month. 

HILLARY RODHAM CLINTON: Yes, she is. 

BARBARA WALTERS: You’ve kept her out of the press and the press has been really 
pretty good about it. 

HILLARY RODHAM CLINTON: Yes. 

BARBARA WALTERS: She’ll be going off to college. Tell us just a little bit about her. 
What is she interested in? What do you think she wants to do? 

HILLARY RODHAM CLINTON: Well, she is still very interested in ballet. Right now she 
wants to learn to drive and get a driver’s license, which is something I’m living in fear and 
trembling of, but her father, which is very scary, is teaching her how to drive. So they’re 
having a good time. 

BARBARA WALTERS: Well there goes that relationship there. 

HILLARY RODHAM CLINTON: You know, they were doing everything from parallel 
parking to backing up. When I came back, T said well how’d it go, how’d it go?’ And she 
said, ’Well, I think dad learned a lot.’ So they really have a good time. But she’ll be looking 
at college and I’m just not looking forward to that myself. I will miss her so much. 


BARBARA WALTERS: Let’s not use Chelsea as an example, but if you had a teenage 
daughter who became pregnant and wanted to have an abortion, not have the baby, would 
you support it? 

HILLARY RODHAM CLINTON: Oh gosh, I just even can’t imagine that decision. I’d- I- I 
would do whatever I could to support her and it would be a terrible decision and we can 
avoid that being the choice if children are given good, responsible information and ability to 
say no at an earlier age. 

BARBARA WALTERS: Do you feel that a parent should be notified if an under age 
daughter wants to have an abortion? 

hit I A RY RODHAM CLINTON: I believe in parental notification. I think there are 
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BARBARA WALTERS: I must remember that nursery rhyme from her book. 

HUGH DOWNS: Right. You know, what’s fascinating is that in spite of her attempts to 
change her image, sort of become more traditional, more behind the scenes- 

BARBARA WALTERS: If, indeed, she was trying to, yeah? 

HUGH DOWNS: Yeah, she still is in the center of a storm. Is this book of hers going to 
help her any with that, do you think? 

BARBARA WALTERS: I don’t think it’s going to make a difference to the Whitewater 
investigations. I think there will still be a great many people who will say when she says I 
don’t approve of this, even though she doesn’t order it, isn’t that enough to make people 
jump and do what she wants to do? 

HUGH DOWNS: The power of the position. 

BARBARA WALTERS: That’s right. What this book will give her is a forum to discuss the 
book, which has many very good social agencies that can help people and so forth. It will 
give her the chance to show what she is, a first lady with opinions and a first lady with 
knowledge. We have never had a first lady write a serious book while in the White House. 
We have not had a first lady quite like this. 

HUGH DOWNS: I think people would be interested in where the money this book yields 
will go. 

BARBARA WALTERS: It’s going to go to children’s hospitals and the National Association 
of Children’s Hospitals will help Mrs. Clinton decide where it goes. 

HUGH DOWNS: Thank you, Barbara. 


BARBARA WALTERS: You’re welcome. 


1179 




HINIIHin 



1180 



lllllllllllllllllMlIll 

S 020073 


1181 




r < T’frBsipnira 1 *~gnTLi«i ‘ 

RESIDENCE POTUS 

RBSIDENCE POTUS 

, RESIDENCE ^PQTIIS 

^hlVIs y ? *■ 

DA V I SUSHCR 

OECJCCO 

opcirrp 

RAYMOND 

MARIE 

JOHN 

hin4i~iWi>tl'Wr 0 
011313 1 ■ i 4 1 

012349 21,19 

101 132 2liI3 


jiff 

'(’msjdh'ncr 4;¥otus 

• RBSlbEWCB v, >OTUS 
RESIDENCE NPOTIIS 

-iiiurnyfi 1 

T»nRP<T4‘ 


mm 


:*» 


RESIDENCE POTUS 
BES I OBWCE POTUS 

EES 1 PENCE 
RESIDENCE POTUS 
RESIDENCE POTUS 

RESIDENCE POT' 

RESIDENCE POTUS 
RESIDENCE POTUS 
—RESIDENCE 

RESIDENCE POTUS 
RESIDENCE POTUS 



0 1 i 03 ■ 11:41 

02IRET !•:«! 
-0202AJ 14. 4 


iMiiiiu 

S 020074 


1182 



nimuiiiiin 

** 020075 



1183 



S 020076 


1184 




■11111111 

S 020077 




1185 




imimsii!! 

S 020078 


1186 




WllffMMMl 

b 020079 





1187 



jiiMiiiin 

s 020080 


1188 




iHiityiuiuii 

S 020081 


1189 




1190 



s 020083 



1191 



05889 



1192 

REDACTED 


05890 



FVfHT 1 1^6 H-e^jO Ttjr 



1193 



EVENT. I i^r, f-l-eljO Toy- (MX 



1194 



DATE ~7~ g w 9^ TIME 


EVEHT 



1195 



00604 



1196 



00605 


DATE 7 - Ul, njJH Qx£ 7- n^ TIMf 

FVFMT t- & I R A tdjS-Lfl P Ur 



1197 



00617 


FVFUT A V ( x’Ci j -I f 1|9 f^Oj H_j_K 



1198 



00607 


DATE 7- X I Ah A TtMF 



1199 



00623 


EVENT. 


MiHp Tip H'X 


liiuRS WORKED 

RATE 

TOTAL 1 


\ Lt-Sor krs- 

I ° ‘ P«.r H<>K 

1 ^.Co^ tL *. GT 

i 3 CTj*, £kr > 

M-7.CTO / 

/pH- Lr\J__ 


\. Gv' -»• r> 

t ^ . Co'f bUr C> y 

Lu^-trCf^ 


C5~' — fc » It v-fc 

1 3 r.-t.-A $U r c {{< Cj 

/ 0 H (ro 


h 


/CH (TO 


AMOUNT OUE: 








/ request pjymenl lor the emount shown ibove es\omp 
lor services I performed end I understand thet ttys 
income which must be reported to the Intcmtl Re i 
on my innml filing 


‘nation 

Liable 

Service 


CQ £U_ 

Signature 




)fl ACCOUNTING USE: 



1200 




1201 



00625 



1202 



SOCIAL SECURITY NUMBER 
ADORER 


REDACTED 

THE WHITE HOUSE / 

’ERSQNAL SERVICES VOUCHER 


Dl&v I iv 


DATI 




Q0626 


_TIME_ 


fvfmt i rt» H f I i^i l or H S K 


r-Hi)URS WORKED 

RATE 

TOTAL | j 




/CH.« / 


'JL 

1 'b CTTj 'i s hr V K-et} 

/ 0 iru-^ 

“i Cl . irrl 




u. 1 UA: 


AMOUNT DUE: 

Lr ^ HI (TO 



I request payment tor the amount shown above aioompfnsation 
tor services t performed and I understand that hi 
income which must be reported to the Internal Reue 
on my annual filing y 

J Qryyu^ 



1203 



00644 


fvpwt l~ * I $ h I't'f l |~ Cr ^ 

UbuRS WORKED 



RATE 


TOTAL 



UM t-f 


/ fjj • au 


IQ" n 


AJPROy 


H- 0 


llLV 


\ PT 


I request peyment lor Che emounl shown ebo*e esxomp mutton 
lof services t performed end I understand ttut n/s a texibk 
income which aunt be reported to the Internet ReJy 
on my ennuet (ding 


(^Q^ yt^j/yi Q j-< 


Signature 



1204 



00645 



1205 


REDACTED 

THE WHITE HOUSE 

PERSONAL SERVICES VOUCHER 


00646 



mzrjun. 



DATE f i< - IS Cjy^ TIME 



1206 

REDACTED 



00647 



1207 



1208 



00956 


b: i L da B ±. I P' 



1209 



00956 


EVEWT_ 


X t r ‘-(y h\'* f l(> 



TOTAL 


* 0 M (r(' 


f 0 ^ try 


'<< O.* g.A,V Cl T 


I CU (-r. 



AMOUNT OUE 


5 


3 ( 


.in) 


/ tequesl payment lot tht amount shown above al \comfjfnution 
lot services I performed and I understand that 
income which must be repotted to the Interna/ Re\ 
on my annua I (ding 



1210 




1211 



DATE 


7-3L , ~7~~3 fitiA 


05893 


EVENT. 


-£ » ULk HyljO. P or tisx. 



lot services I performed end I vndersU t 

income wtuch must be reported to the It S 

on my annuel Iding 


jZ^ 

^Signature 



1212 



J5894 


H-e \0 Per H $ ^ 


pHOURS WORKED 

RATE 

TOTAL 1 


T 


ion. d 






JS _^rr. ,=r— - . TI 


t CiH'.ivi* 

l 0 H • nt) 


AMOUNT OUE: 

s Z\x-cv 




I request payment tor the amount shown above as Cl 
lor services I petlormed and I understand that th\ 
income which must be reported to the Internal Revenue 
on my annual tiling 



1213 



00608 


FVFMT A-l( ! fffi Afglp Hr IT 



1214 



00608 



REDACTED 


THE WHITE HOUSE 
PERSONAL SERVICES VOUCHER 



00609 


EVENT L&SL -Me Ip Cv r H ^ ^ 


HOURS WORKED 



1216 



00610 


EVENT, 


_ '\ 

L±IAa H* Ip t Qv till 



1217 



EVENT— £wT#(y U-*>\p [ f>r Hi K 



1218 



EVENT- £* i /?<■» Hslp. Qlc Hsk: 



1219 




1220 



05899 


EVENT. 


Li 


HAf tor HiK. 



; .vi 


1221 



00613 


EVENT I A(x (p Tf»r 


HOURS WORKEO 


RATE 


TOTAL 


A 

M, ti <♦«' *>/«. - C -• 

- H <<>,»'» CM 

1 5 (TO i- §krS H ecj 
1 q ^ lkr". o T 

1 DM CO j 



n 

( U c k h • 

C * fl< < 'V*. l»' 

1 3 CC, i Sl'r • 

i£ L-^tr.Y 

1 OM czy 
1 1 


<6 


l o W • rr* 


AMOUNT DUE: 

B 

5bC Gc 




~y*7 L 


I (equal peyment lot the tmount shown ibore tifomp^nsebon 
lor se/Yicet I performed end I understand the/ 
income which must be reported lo the Internet Revenue 
on my ennuel filing 


Signature 


ACCOUNTING USE 



1222 

REDACTED 



THE WHITE HOUSE 
-EEBSANAi-SIRVICES-VOUGHE 


g v~ 0 LUair A 


00614 


SOCIAL SECURITY NUMBER _ 
AOORB 



DATE 


hi l 7 ±l4jxL2jlL2z2£ iim 


EVENT. 


/C V I & (j tl^Ahl Tor b\ c X 



1223 



fwm jxv. fit a thlQ £ ° r th£ 



1224 



EtfEMT E-l L ft (i tk l(J tlx M''. t 



1225 



00627 


EVENT 


£ i ( rft B x i p F 




Hu 



1226 



EVENT. 


LlTft. H*lp Hr IT 


RATE 


TOTAL 



1 i- CTjV £ K.-f K-*6) 

l<5 Zo<lol>.'. 0 T 

Tom j 

1 95- (rxi ) 







s — 


l 0 W- otJ 

£ 

\ C L ^0^5 A,*i 6 T 

i'iL (TO 


I AMOUNT OUE: 





*) 



/ request payment (or the amount shown above 
lot services I performed and I understand th, 
income which must be reported to the Internal 
on my annual liling 

_l l t 

Signature 


f |R ACCOUNTING USE: 






1227 

REDACTED 


G 062 ‘ 


THE WHITE HOUSE 



FVfHT 1 fft M-f j |9 h or \\ r .K 


HOURS WORKED 


RATE 


TOTAL 


[V 


l OH ( rxj 


y U'tn l^f) ; K,-S 

|Q> r ° r HCC 


'0 H oj / 


< r> 

lo ° ' r "‘ 


t <>H C"D 
tru 


AMOUNT OUE: 

5 39 c ,-r .... 




1228 

REDACTED 



00630 


date % : ? ) T ft'Vjl time 



1229 



FVFHT 1 A H * Ip F~ Cr HCK 



1230 



0064 


FVFHT t 1 I’ 0 bl-T I p )• HSC 



1231 



00650 



1232 



fvfmt £i_ulii H-c IjO hor Akk 



1233 

REDACTED 



0095 ', 


DATE ft-3l £-13 BjM-Ri2^1L TIME 



1234 



00960 


oate Kzl±L £ i h5. *?-? ‘irSl imi 


fvfht £<• f rr. ft-> 1 12 l~ (.*.- H S K 



1235 



00961 



1236 



FVFHT *■ I l^(A A/*€ I p For 



1237 



15886 



1238 



EVENT. 



1239 



mm £ * I <U H+ Ip Put- tilL 



1240 

REDACTED 


THE WHITE HOUSE 
PERSONAL SERVICES VOUCHER 



fvfht ^ Ut Aj ^ 1 I b r H_$K 


00601 



00602 




1242 



00602 


DATE 1 ~ 3- > ~ 9 > 


TIME 


event H-eip \' Or 



1243 



00619 


FVfMT tW I r(l 


Tor 



1244 


REDACTED 



00620 


EVENT. 


fc-iMrcv H-e(rO Po v- M ~ 


HOURS WORKED 


RATE 


TOTAL 


Ujpr<-e t> S (ir 
+£ for HS(C 

• 5 • CJt> * & K-fcj 

low. co f— 


| <i Co * H hr* o T 

l<k- r-0 I 


1 


„ / 




1 0 L t'~co 



AMOUNT OUE: 

^ o. CXi 



A ’PRQVAL: 




I request payment tor the amount show/i above as com 
tor service t I perlnmutd w i iir^nfgrutthji this 
income which must be reported to thfjnUrtalReveni 9 S 



1245 




1246 



00622 



1247 



1248 



00641 


FVFMT Cl<l^6 H ~tf I f» For H r (C 



1249 



00642 


FVFMT £~<ld( i f ~Cr 


HOURS WORKED 



Fl « ACCOUMHMC OM 



1250 



00643 


EVEHT UjL-LJLO: Uv If? )' Pl~ H r K 



1251 



EVENT. Lilli tL±lf Eji£ H r .k 



1252 



EVENT £_<_J_r ft tLfJ {2 Eor d£h 



1253 



00953 


cwmt HsZ-L(1 tjLL tUJL 



1254 


1ST STORY of Level 1 printed in FULL format . 

Copyright 1996 The Houston Chronicle Publishing Company 
The Houston Chronicle 

April 29, 1996, Monday, 3 STAR Edition 

SECTION: a; Pg. 1 
LENGTH: 792 words 

HEADLINE: Clinton gives tapad testimony in McDougal bank fraud trial 
BYLINE: NANCY MATHIS, Houston Chronicle Washington Bureau; Staff 
DATELINE: WASHINGTON 


BODY: 

WASHINGTON - President Clinton testified on videotape for more 
than four hours Sunday as a defense witness for his former 
Whitewater partners on trial for unrelated bank fraud and 
conspiracy charges. 

The content of the president's testimony will not be made 
public until it is presented at the trial for James and Susan 
McDougal and Arkansas Gov. Jim Guy Tucker. 

Clinton, who is not accused of criminal wrongdoing in the 
case, was called to refute allegations made by chief 
prosecution witness David Hale. Hale alleges that Clinton, as 
Arkansas governor, pressured him to make an illegal Small 
Business Administration loan to Susan McDougal. 

The McDougals, on trial with Tucker for allegedly benefiting 
from improper federal loans made by Hale, have denied the 
charges. Clinton has called Hale's accusations ""a bunch of 
bull . • • 

""He has always said he would cooperate. He has had nothing to 
hide, will have nothing to hide and I think he will do very 
well today, ’ ' said White House Chief of Staff Leon Panetta who 
appeared Sunday on ABC's This Week with David Brinkley. 

""His position is that there was nothing improper in their 
relationship and he will testify to that, ' ' Panetta said prior 
to the deposition. 

The McDougals and the Clintons were partners in an Arkansas 
land venture, the Whitewater Development Corp., that failed. 

Independent counsel Kenneth Starr is investigating whether the 
Clintons benefited improperly from their relationship with the 
McDougals and James McDougal ' s failed thrift, Madison Guaranty 
Savings and Loan. A spinoff of the Whitewater probe resulted 
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in the indictment of the McDougals and Tucker. 

Clinton testified from the White House's historic Map Room, 
where Franklin Roosevelt received his briefings on World War 
II, starting about 1:12 p.m. and ending at 5:38 p.m. (EDT) . 

Lawyers from all sides and the McDougals were present. U.S. 
District Judge George Howard Jr. monitored the deposition from 
his courtroom in Little Rock, Ark., through a secured 
satellite transmission. 

A transcript of the deposition will be released after the 
videotape is played in the Little Rock courtroom. The date has 
not been scheduled. The videotape itself was sealed by court 
order and participants under instruction not to discuss it. 

The White House wants to keep the videotape sealed to prevent 
its use in campaign commercials by Republicans. 

""The fact of the matter is the Democrats wanted to have this 
deposition taken out of public view and done on videotape so 
President Clinton wouldn't have to testify in public, ' ' said 
Haley Barbour, the Republican Party chairman, to CNN. 

Previous presidents also have testified on videotape. Gerald 
Ford and Jimmy Carter testified at criminal trials on tape. 

Ronald Reagan, after leaving office, testified on videotape 
for the Iran-contra trial of Oliver North. 

Also on Sunday, Newsweek magazine reported that Hillary 
Clinton’s fingerprints were on the sought-after billing 
records, lost for two years and recovered last January. The 
records detailed her legal work on behalf of Madison and James 
McDougal . 

Starr also is investigating how the billing records were lost 
and recovered at the White House. The white House dismissed 
the Newsweek report, noting Hillary Clinton may have handled 
the billing records in 1992 when they were moved to the 
Clinton campaign headquarters from her law firm. 

Susan McDougal, posing with her ex-husband in front of the 
White House prior to the deposition, criticized the Whitewater 
investigators . 

""I'm never going to be OK again. They've bullied my family. 

They've bullied my parents. They've hurt everyone in my realm. 

Every friend I have has been tortured by the FBI and the 
special counsel. I'm very upset about it. I shouldn’t say that 
but I feel it, ' ' she said. 


It was Susan McDougal ' s attorney who summoned President 


1256 


The Houston Chronicle. April 29. 1996 


Clinton to testify. 

Clinton's testimony comes at a critical time in the 
two-year-old Whitewater investigation. Public interest in the 
Whitewater probe has been on the wane as public approval of 
Clinton's presidency has increased. 

The focus of the media interest also has moved to questions 
about conflict of interest on the part of Starr, a Republican 
partisan appointed as chief investigator. Starr, who has 
maintained his private law practice, has recently represented 
a number of conservative causes such as tobacco firms that are 
under fire from the Clinton administration. 

James Carville, Clinton's 1992 campaign adviser, said on NBC's 
''Meet the Press' 1 that Republicans are ""trying to use this to 
win an election that it looks like they are going to lose now. 

People see through it. They don't care anymore. ' ' 

GRAPHIC: Mug: Bill Clinton 
LANGUAGE: ENGLISH 
LOAD-DATE: April 30, 1996 
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Sever and Uicer Corporation (Castle Sever) and Co Fulbrigtu. Ward 
atill ovna a small parcel which itcurei another Madiaoo Guaranty loan 
and which will be purchaaed by Madison Financial. 

Ward apparently warehoused thia land ta reduce Madison Financial ‘i 
investment and the attendant borrowing from Madison Guaranty. In thia 
way, limitations on Madison Guaranty's i'nveacaaot in ita Service 
Corporation are avoided. In fact, 5100,000 of Vard'a remaining loan 
on Caatle Grande land appears to have been diverted to Madiaon 
Financial through a third party. By uaiog thia circuitous route, 
additional Madiaon Guaranty inveataent in Madiaon Financial waa 
diaguiaed as s loan to Vard. 

Moat of Che remaining land held by Madiaon Financial (about 470 acrea) 
ia to be developed aa residential lota for double-wide, manufactured 
home a . A few of che lota are about .3 acres but moat average acrea 
and in one phase, the average size ia .27 acrea. To date, $536,000 of 
development cotta have been expended. 

The following figures summarize che activity since acquisition. Of 
the total classified loana at Castle Grande of 52,983,000, 52,233,000 
represent loana to members of che McDougal-Hen 1 ey Croup (all but one 
loan). Direct cash payments to group menoers or affiliated companies 
(from loan procecda) include 5225,000 paid to Madiaon Real Zstace aa 
•ales commission* and S460,000 disbursed directly to individual group 
meaoer a . Of the residential development coats paid to date, 557,000 
(102 of total) waa paid Co various group umbers or affiliated 
companies. Of thia amount, 544,000 waa paid Co Madiaoo Marketing and 
Designer Construction for advertising. This maounc reoreaenta 392 of 
all advertising expenses to dat e, a nd a _t oxaJ_. aJ . — 13 0Q .D00 has been 
reserved for future adverciaing. Seles of the large paresis in Castle 
Grande have resulted in the recognition of 51,451,000 of ficticious 
income to Madiaon Guaranty and Madiaon Financial, thus inflating net 
worth by thia amount. This income waa rccogoizsd despite Che fset 
Chat almost all che sales were to sffiliatad persons and were fully 
financed by Madiaon Cuarancy. Thia income generates bonuses to Janes 
Me Doug a 1 and John Latham estimated to be approximately 5100,000 eacn. 

B. Classification 

The Caatle Grande assets subject to classificac ion are as follows: 


990CQ942 


1258 



.(•Iff'*! kfCurmy oihe» IO»n( vvilh fOu iMlf tl*o ii*Cu*t »f«4 lo*n 


depoi-t 


• nd o»»»rr 

• Cftft'Qed 5.000% o. 


Hu imuuni of • |i«rfnrm «%-lt»cri 


10 _ 




N/A _ 





1259 


“MADISON FINANCIAL CORPORATION 
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48 RIVER RIDGE ROAD 

L iTTif ROCK ARKANSAS 72201 

LITTLE ROCK, ARKANSAS 72207 
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MINUTES OF MEETING 

BOARD OF DIRECTORS 

MADISON FINANCIAL CORPORATION 
September 12, 1985 


The Board of Directors of Madison Financial Corporation 
met on September 12, 1985, at 1:00 p.m. at the office at 
16th and Main Streets, Little Rock, Arkansas. ALL 
directors were present. The minutes of the previous 
meeting were read and approved as recorded. 

Chairman McDougal introduced the first order of business 
before the board: the purchase of approximately ^00 
acres for a mobile home development. 

The acreage, located on 1^5th Street, (near Pratt Road), 
is to be proposed in conjunction with Castle Industries, 
a mobile home manufacturer. The estimated cost of the 
land is approximately $600,000. 

After a lengthy discussion, the Board unanimously 
approved the purchase of this development io be known as 
Castle Grande Estates. 

There being no further business, the meeting was 
adjourned . 

/ / 
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TELEPHONE INTERVIEW QF WEBSTER L. HUBBELL 
UNITED STATES OF AMERICA 
RESOLUTION TRUST CORPORATION 
WASHINGTON, D.C. 

oOo 


IN THE MATTER OF: ) 

) 

Madison Guaranty Savings ) 

6 Loan Association ) 

McCrory, Arkansas ) 

~ - ) 


TELEPHONE INTERVIEW C'F 
WEBSTER L. HUBBELL 
December 27, 1995 

10:37 a . m . 


REPORTED BY: GINA M. ZANCANELLI , C.S.R. No. 10,100 


BARRERA REPORTING SERVICE (415) 495-0204 

329 BRYANT STREET, SUITE 3-C, SAN FRANCISCO, CALIFORNIA 

1 


SEN 22388 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

6 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 


1263 


TELEPHONE I N T E P V I E W OF WEBSTER L . H 'J 5 £ £ L L 

A Yeah. I mean, I'm basing all of this on what 

you're telling me. 

Q Just so we're clear, all I'm telling you is 

that she has given a statement to the effect that she 
typed this letter. She didn't say, really, anything 
beyond that. She did not describe the circumstances. 

She just said she recognized it as something that she 
typed . 

A Okay. And I said based on that, if she did, 
then what I do remember is Mr. Ward coming into my 
office on occasion with handwritten letters asking my 
secretary to type things because he didn't have one. 

And I would give it to Debbie, and she would type it. 

And after she was finished, she would bring it back into 
my office. And he would sit in my office and have a cup 
of cof fee . 

Q And you might have read it over and talked to 
him briefly? 

A Yeah. Or he might have gave it to me to read 
it, or vice versa, or not at all. 

0 But with respect to this particular letter, do 
you have any recollection of whether you did read it and 
discuss it with Mr. Ward? 

A No . 

Q At this time, September 1985, what was your 
understanding, if any, with respect to the reasons why 
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TELEPHONE INTERVIEW OF WEESTER L. HUB3ELL 

Madison was not going to buy the entire property itself? 

A My understanding was based on what Mr. Ward 
told me, that maybe whoever closed the loan was -- was 
that Madison had limits on what it could own in its own 
name, and so Mr. Ward was going to own part of it until 
it could be sold. 

Q At this time, August, September, October 1985 
and, again, to the best of your recollection, did you 
give any thought as to whether it was a permissible way 
of dealing with the limits you've just described to have I 
Mr. Ward buy a part of this property on the terms as 
you've described them earlier in this interview, which 
is to say with the purchase of Mr. Ward's parcel being 
100 percent financed by Madison and with Mr. Ward to get 
a commission on the sale of any part of the property? 

A No. I wouldn't one way or the other. 

Q In 1985, did you give any thought whatsoever 
as to whether, given the terms as you understood them, 

Mr. Ward might be. considered a straw man or nominee? 

A Yeah. You know, you use the word, and I 
remember it back in law school. But I didn't give it 
any consideration, you know. “Straw man“ means, to me, 
somebody who you clear title through. So I don't think 
that's the way I would look at it, if I sold property, 
and you're trying to clear it to sell it through a straw 
man . 

BARRERA REPORTING SERVICE (415) 495-0204 
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CONTINUATION SHEET 

PAGE 4 OF 10 

INTERVIEW OF 

DATE OF INTERVIEW 

file number 

HARRY DON DENTON 

June 3, 1 996 

WA-94-001 6 


Additional information concerning this loan and the airplane is reported by separate correspondence. 

DENTON was questioned and shown certain documents concerning WARD loan number 2754 of July 1 6, 1 9B5 
for $10,000. DENTON said that he believed this loan was also made relative to the airplane. Additional 
information concerning this loan and the airplane is reported by separate correspondence. 

DENTON was questioned and shown certain documents concerning WARD loan number 2853 of September 
17, 1985 for $40,000. DENTON said that the loan was made for the purchase of a Mercedes automobile by 
WARD. DENTON reviewed a copy of the Loan Submission Worksheet. He said that with the exception of his 
initials at the 'Officer’s Approvmgs' block, he did not prepare the form. He did not know who prepared the 
form. DENTON was also asked about the notation 'See Confidential Files' at the financial statement area. 
He said that the confidential files referred to were probably WARD'S financial statements that were kept in his 
office, as the financial statements of all officers of the institution routinely were. DENTON was asked if WARD 
was an officer of the institution. He stated that technically he was not, but that he did work there and it was 
perceived that he was an officer. 

DENTON said that the automobile was later sold by WARD to a personal friend in Fort Scon, Kansas, but that 
the automobile was later returned to WARD as it had not been properly titled in the United States. 

DENTON was questioned and shown certain documents concerning WARD Loan number 2962 of October 15, 
1985. DENTON recognized the loan as that utilized by WARD to make the purchase of the IDC property and 
ISC assets, and recalled that he was involved in making the loan, although he noted that his initials were not 
evident at the lender signature block. He said that he recalled being aware that the IDC transaction was being 
put together, but did not recall being given a-'v specific instructions concerning doing the loan. He said that 
he believed that he had no oollar limit on his authority to approve loans. 

DENTON was questioned why the note was dated October 15, 1985 when the IDC transaction had closed on 
October 4, 19B5. DENTON said that he found that unusual only because BEACH ABSTRACT had been 
involved in the closing, and that BEACH ABSTRACT was an excellent title company. DENTON said that it 
could be a replacement note, but that he did not believe that WARD, as an 'insider* would typically have been 
required to sign a note at closing. DENTON also said that he believed that there may have been a delay in 
executing the note as there had been some surprise at closing. 

DENTON said that it was his opinion that the wording on the note, under the Secunty Agreement line, that 
stipulated that WARD was not personally responsible for the note was prepared by HUBBELL. When asked 
why he was of that opinion, DENTON said that he had not prepared the language, that no one at the institution 
had, and that he did not believe that WARD had written it but had provided him the language to include on 
the note. He had no other specific information, 

DENTON was shown a copy of the September 12. 1985 Minutes of the Board of Directors of MFC that 
authorized the MFC purchase of IDC property. DENTON could provide no specific information, but said that 
the date on the minutes did not mean anything. He said that 'Dates had little to do with when documents 
were done at Madison.* He said that there were so many instances of backdating documents that he would 
not assume that anything occurred on the listed date. 

DENTON was shown a copy of a September 3. 1985 letter from MCDOUGAL to WARD that referred to a 
conversation of the previous Friday wherein it was reportedly agreed that WARD would purchase the prooerty 
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CLINTON APPOINTMENTS 
Page Two 
March 4 , 1985 


1 


' EL WRIGHT, Magno 1 i a - -S t a t e Board of Cosmetology. 

Wright replaces Ida B. Thomas, Pine Bluff, who resigned.- 
Wright's term — ex- p Ire s — J a nu a ry — 1-5-, — 1986 . 


DONNA PITTMAN KINNAIRD, Magnol la-Arkaosas State Plant 
Board. iK.innaj. rd replaces Dick Ende rli n. Coowav. who resig ned. 


Kinnaird 's / cerm expires June 30, 1^85.1 

RALPH WILSON, JR., Osceola — Natural Heritage Commission 
Wilson replaces Ray Fitzhugh, Augusta, whose term expired. 
Wilson's term expires January 14, 1994. 

JOHN LATHAM, Little Rock--Sa vings and Loan Association 
Board. Latham replaces Ike Carter, Benton, who resigned. y 


\ I 


Latham's term expires January 14, 1987. 

DR. JERRY KENDALL, Camden — Savings and Loan Association 


Board. KeadalT. replaces George McClure, Jr., Malvern, who s> v 
term expired. Kendall's term expires January 14, 1990. 

Governor Clinton also announced the following 
reappointments : 

GEORGE STEEL, JR., Na s h v i 1 1 e - - J ud i c i a 1 Ethics Committee. 
Steel's new term expires December 21, 1988. 




LYNN LOWE, Texarkana--Red River Commission. Lowe's new 

\ 


terra expires January 14, 1993. 

■" \ 
EUNICE PLATT, Camden--Arkansas Wat erwavs Commission. 


Platt's new term expires January 14, 1992. 

II II if 
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CONFIDENTIAL 


(c) DESCRIBE each and every conversation that YO^ had 
bef ore^sicninc the INTEREST FUNDING LOAN with anyone regarding 
WDC's financial condition and its ability tc repay tne *N*=.k-S. 
FUNDING LOAN. 

Please see Global Response to No. 14, supra . 

(hj d=*SCR t BE each and every' conversation tnat YOU had c-.er 
s-a-^rc th®~ INTEREST FUNDING LOAN with anyone regarding WDC^'s 
financial condition and its ability to repay the INTr.Rr.STrJND.NG 
LgAN. In particular, DESCRIBE each and every converse. ro.. -.a. 
YOU had with anyone regarding: 


i 'i fact 


(l) . 4.^ Jk ca w W WiiWW — * - — 

repaid as scheduled or. April 30, .983. 


hat the INTEREST FUNDING LOAN w as no^ 


(o) The £ act that WDC sold nc lots in fiscal ye & r 1563 
(which ended May 31, 1963) and one lot in fiscal year 1964 (wr.icn 
ended May 31, 1964) . 

(3) The source of the funds used to repay the INTER ES* 
FUNDING LOAN cn or about October 19,1983. 

Please see Global Response to Nc . 14, surr a : 


Tnterrosa-n~v No. 15 : Answering separ ately^ for each of the 

- cep-* — ' ^rs cainec in the subparts tc th.s 

int“"oga toil; "DESCRIBE what (if anything) YOU knew before 199., 
and "when and' from what source YOU learned what YOU^knew, wi.r. 
respect to the suoject matter of the fo_-owi..g ^ ac -U g * 
assertions : 

Global Response to No. 15 : 

I don't know whether the "factual assertions" set out in 
this interrogatory are accurate cr not. As previously indicates, 

; the McDougais exercised control over the management and operation 
i of WDC for the period of its active existence. My husband and I 
did not receive annual reports or regular fmanc.ai senma.-es 
! were not informed of all actions taken in the name of WDC. As 
was contemplated from the inception of the venture, we were 
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confidentia: 

passive investors and relied upon the McDougais to manage and 
operate it. 

(a) WDC's lot sales at retail (net sales, not counting any 
resales of foreclosed lots) : 

(1^ W DC sold six lots m fiscal year 15SC . 

Please see Global Response to No. 15, surra . 

(2) WDC sold 13 lots in fiscal year 1981. 

Please see Global Response to No. 15, surra . 

(3) WDC sold six lots in fiscal year 1982. 

Please see Global Response to No. 15, surra . 

(4) WDC sold no lots in fiscal year 1983. 

Please see Global Response to No. 15, surra . 

(5) WDC sold one lot in fiscal year 1954. 

^Please see Global Response to Nc . 15, surra . 

(6) WDC sold one lot in fiscal year 1985 

Please see Global Response tc Nc . 15, surra . 

(b) WDC sold all 24 cf its remaining lots to Ozark Air 
Services, Inc., a company controlled by Chris Wade, in a no-cash 
bulk sale m May 1585. 

Please see Global Response to No. 15, surra . As indicated 
in my response to Nc . 24, infra . Jim McDougal told us in 1985 
that, the previous summer, he had sold all the WDC property. I 
did not know at the time that this sale was to Chris Wade, if in 
fact it was. 

(c) WDC's cash flow: 

(1) In fiscal year 1980, WDC's cash flow after debt 
service was negative (in fact, negative $37,497). 

- 28 - 


DKSN000794 


1271 


, piil *t ,»i4 

whihh. mu 


SALTILLO HEIGHTS 

A DIVISION OF — ROUING MANOR, INC. 

PURCHASER’S AGREEMENT 


INIS ICIHMINt 

ktitliutlti t,l - - 

frviim. «IU« I| Ikt ,a**i tHkt HMflktifftftflf il»f«t*< *• 1 !•»»•»; lull 

aWulflt^. Mtl **lk Ik* Htftf ,alk*»lllt, ti f»l4 « 


I„u iki. II, k.i.,.% I 0 UIHC miboi ibc . kir.i.iiui tiiui ”»UI»\ •»< — VILI . T ft M CLIItTfl U- 

i iutii" wimmttH 


Sill ill, Kii|ki, til, Iti »• ,« Rt«1t4 »! 


1 lll< puptilf It llffl* ft** Ikt lif i 


•4 Ikt }m< 


BOH. I HI moil. If lfc*ll4.i,Ht* tl lit pi t nl , , I III ti Ik, ttvlttl tt.ttttl. ktftlt 

». nm« ,|)tti it p*i mu* i«» •»'< >'•»•'»» ikt it* t< 

nr, am p fquu iiuncn r.n 


tl aklik IlfTl * 1,1 f,K I 


_ 4 00. QO 


_ t,tk I* k,*4. Ik, ititlpl ti «k 


t ) 1 . 000 . 00 ipp*,ll*| *• Iki ftttlt, l!4t ktfttl. »*4 »»l»w, Ml 

l IVTII ,|«,M It Ml ,11 IIIM *»4 Mitlliilkll If! M|,k *•» ,»i ktittllti 


kl, ktitl 

*,4I»| li 


! ru! Vi* : 7»m« '/ ti i w V »c*i cm in lim* - - H*. “ 

iPt-lt #tl«i*„fitt i'»"lt»i>ktt#tt. UUI*. till* Mll*«. n, t tllk„ 4tcl„tllt itllit 4rkl a.lHal.itil 4at t*4pi,,Wt. ffiuMIM* Clt I . 


,(,.1,11,1,, ,11 n**t,i p.l4k,»UTI* Ik, II kt Itlfi »»l i,ltl*t4 k| mtl*. *ti ,1 , fti 
Ittilpi »*4 It ,»tl H Ikt ft.lil ti l_ 150. 00 - 


_ pn mt.lk; ,*4 Ik, 
Irtf t*4tf Inn, II, I, It ptitiiMi M»IM»«t*. *t <•<»» *• Ik, »i»M'l, •• »»l •> 

lint l», Mill,, 


- mi min », 

i Dm* p»,»»» 
itiitikti pitptii, 

1 H It ntla.llp 
kfttdif 

I I kit 1 GIUM 


,,.)il4 k*t,l* nif I, ntlt k| *>((*, <| nlll ,<i<tlltl lt ll/VH ,1 

.0EUniH-AXT01UiEY_GOinU\L ._l)lXTLJl HOCK AIIKA 1 LGA 

it * 1111*1 tl , tnkil|vt*t (k,*|t tl ,41' til 
,1 Ikt t»lli, i,W *llk Hltftil *kt. in. I,|,lk,f .Ilk ,11 lim 
kf «iM*l| 0tt4 ,*4 till InaUk ,t AklliMl tl lit), itillllti It Ikt 


i4iiit*t k,i,i*t n„ ttpfttfti: 

mat ti Ik, oik itn ktitl.tlltr nt*ll#*ti, II It ntlttllj 


,tl*r*l,4|t4. ,»4 k„ Mtttlti t*t *tl, tl , 
Ikt I, in, Iktitlt ,tt Iwlk. 


,ll». ktl 


tptt Sit 

ktitl* 


I,,,,*,, pftnltn, 4tt ktitldtl, mil* «IH »*"f,| I, IUTII 

1,1, tl Ik i ACIIIHINl fk.*i»| ntukttltki, llllt. - 1,'tlfk 0**M^I,V*ilt| 
|kti M i.ttUHttl tktlfttft, Ml iMtlitlllH ktitlt Ikil It kl*4ll» It (Ilk., f »l|. ,*4 Ik, I IM, lent MHO .k,H pti k* tt.1,4 •* 


_ OtiitM u 11 , 4 QQ . 00 


4J 


.4,1, fcfittllk It Ik, ttntl 


, 1.1 »t ik, pitptiii ,*4 ikt i, i, ti*, ti Ik, »„Ht, ik„ ttn„ ik,n k, ik,i *r 

.tl. tlltl Mill,. n»| tin, *4 pttlttflat t< Ikt »l*»,ll|. *ini* Ifittl It 
,li„4 ,, , t,i„. tl IMk >I|M. kal ,,n» nt, Ml »l »•! t«ki,i*,*l 


Rt'i'kVll m"Vi Vw4*?»,V.l.rV,l n „,l|Ml *n fk.il ..14 r-M-lr k. It.fM -Ikt.l -UHt ..*..*1 ,1 «»*■. »"< Umlnm 

llkMi nil MM. ltd I ■ ik, II k.., ikt f'tki It t.titlt. Ik. .tilt*, ktl, I. ktlft p....<,i I- k,f.| f .pk J It Ik. Mt, tl « « »' 


nT,, t. it,,,, i iiktvi vfiiitt tttt.ti, uni* 


- 

L,*....,, . ...» -.I.'... ", - •• " '' ,l " 


i. kirn* ik.n 

nil.ltniM, 


I I, t, ptflatn.l ll Ikt it, I ti Ik, IUHI 


» ii/vtl ,ti*tbi,i|tt ttctiii *i . f.tr *i Ik, HH fi If,,..*.. „.tiit» iMi.il rm.ii tki.k k, .,i...m. h -.it • 

» It I, ntlt, II ,| r t * 4 lk,l KILIM „l,l*| ** ni**,H fl|M. U t«,,t<l» 





..... tii.it 


h,,l4,tl Util* 

|,lll*l Him, In. 



|I|*OT,*I. 
|»n,*l tl 


INSTALLMENT NOTE 


JAtlUARY 



I >,l I, tftlitl Inul Ikt »»|n,»l tl Hlttttl, ,»4 

Ittllk, ,(t,*<lt| tkttt I* tkltk Itlt.M 


Ik, Itl it, .1 t,(k ,*<<•, 41*1 nt*lk Ifc.rt.ll.r t*M Ik. tail .-M.l ti Mt'tfl .*4 r'*«'t.l H 1 
il |r*,'4 Ik. ulttllM ,1 Ikt P'lMlltl Ikti Hilt If , i. cal, 4 It tt**t«H»a till. I 
I, *t,tk, n,4t. ktlattt Ik, f,n, pull, I ktitlt. In Ik, , ,1, ti Ik, pitpulp 4 


lk,ai4 4.1, al 
p,ll. ,k,n km 

It t.lt* 4 t 4 *l 1 ki 


k. mil 1* ik, ptrnal ai a* T »*,MI*.,*1 ^ '.hhIm* n »•«••*»* U. . M*^4 ti M 4,m Ikt t.lUt 4, M. «.lkUlt..a*l Ul lilt ti 

it..*! .*4 p....*l-..l .*4 „ 

' Vi 4,1,, It Ik, I, .1 Ikt tpllt* .1 ...tl.f.ll.t Ik.n kt ,**ili*,4 » .tlltl tl ,.«k Il|kl. ktl ll n,| kt „,Mltt4 ,1 **1 f*k. »,*,*! II*. «», I 


fktl lint kl pi,n,*l ntp 


4 , 1 , 111 , li,lti(, l ,k|fn k„t Ik, ,<|kl It p.| ,*| ntlllpl, tl Ik, It, I, Itn,. I ,1 »*, latltllnt*! p,,*.,*! 4,1, 

ADDRESS 


DKSN022069 


1272 



Tm kill *■'*■•* • tiaaiMlIaa aa i — — — 21 — «u«l ■ Itii.ll la « Ilia. Mil|i|a, * alkti uiwll r latinat a* r*»i Wai. la. kata i l* c «l i.|M nln Ii4a«l 

l«» la «aol lUt iMaiiitlaa. II raa 4aiUa la 4a aa. .Ilbaal aa t MM )| f M aUlpllaa dlUa IWaa Uilam 4a,< t.aai Iki ikata 4ila a* «a, «iii .a .kuk all . I |„u| 

aa4a. Ik. I.alk la I.H* .<( km k I. N .a ,n Immllaa. «... „ t(ullf M |W , 

l.aa It iidaailliillf aaM. It. in alia aalllla« la malt. a iil.tl tl at, lata pafaml at alkti laailimllaa II t t. cacti Ikit liattiiliaa. ,a. Blr 4a aa k r a.lil ? ia| 


IMIING WiNOt INC. 



DKSN022070 


1273 


j*C* MOST ANO COHPANy 
MOO WORTH6N BAN* BLOG 
LITTLE ROCK, AR 72201 


X 


X 


1978 


, INSTRUCTIONS poa piling 

FEDERAL L STATE^XNeO'-E-TAX-RiTURNS G VOUCHERS 


HILLARY RODHAM & WKLIAM J. 

1800 CENTER / 

LITTLE ROCK, ARKANSAS 7^206 

KMSf «»!«/»«/. *>.« >0*0, H/.MSIOENTUL ILKt!0" »«»«•" JUNO. . . 

FEDERAL INCOME T*X rETURN-OUE- 4/1 6/79 ' j 

BA, :tl! C !«2 U nM ' r h f r A t HAKE CHECK^PayaBLE TO! INTERNAL REVENUE SERVICE 
«£SV S o!tI ySUSiJiTuSS Jn'mM 2 . !Sm ISio - BOTH HUSBAND l WIFE HUST SIGN 

HAIL RETURN WITH CHECK TOl INTERNAL REVENUE SERVICE J 

HAIL RETURN 3651 $ , NTeRR E C I 0 N AL HIGHWAY 

\ AUSTIN, TEXAS 73301 

\ \ ' 

YOUR tax SAVINGS FRO 1 " USING INCOHE AVERAGING IS 


771 


ARKANSAS INCOME TAX RETURN-OuE- 3/15/7* 


iiu C «2 U 0N CH| C « * ■«» eHieS’JUJitS TO, H >. oTTin.n« t 

K1IC » u v _ t utCI HIItT K ! GN 


BALANCE OuE 

S1GN*c S OATE N YOUr'’rETURN - BOTH husband L wiPE HUST SIGN 
HAIL RETURN with CHECK TO* STATE INCOHE TAX 

P,0. BOX 9941 
LITTLE ROCK.Ar 72203 
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II I4iui!«4 <«i*kl* <"i*n» iu.ii«ii iV* 10 Inn lt"« I. II l«t« tk«« i*>* «ai*> i*r« . 
II 114 niunai •*■ nnv(f> 4 b«* I '1*4 • 

II |*l*r 30\ *1 In. II . 


/ 


l»l.»97l 


V \"" 

14 1'tnftfkl* iait*l ■ fuktratf l>«« iVlnn II 1 




&5.fcll! 




V 

? 3 1 fe? 




Oe Ml cempift* retl *1 i*rm rf lit* 14 ii S3, 900 
*r Unr: ffu de imI qualify l*r evfrafirtg. 


B 


IS Inttfi lr*« l<»* 13 

It 30*. *1 In* H 

17 l«t*i i»44 Inn IS «»4 It 

II (lint nnnueify >»<*m« lr«m In* 10, 
It Ttnl <*44 !■"•» II ti 4 III 


TO t«i «* iittfiii i« Ini* 

71 In *» «n«u*l •* In * 1 1 * 

77 1*1 l* «m*v"f in In* IS " . . 
73 Sokfnd In* II Inn In* II. . 


AY 


l"l , ,.14» QOjJ 


71 1 11.802 1 


ill ZfZQl 



: 


74 Multiply m« «n*v*l »* In* 33 ky 4 


ry **i n*4r *ri«wr I rtun-ykrp +mn IS Attrr*ffi-t7 u** y» n ti*» }4 — 


IS T«i • » *m*vM in lit i 
7t lit •• *m*«*i •» 




77 $*kff*d In* II lt*n 1m* 3S # 

71 1*1 f »44 Inn 30 }4. *n4 V, (*l*r k«ri «*4 1 * S<k*4»l* IC (l*m 1040' 4lu (k«<k 
Sfkf4ul* 6 k*i ** S(k*4«l| IC Ihm 1 0 4 Q 


42,449 


4.-6121 


47,061 


47 /QC1 


14, CQ1 


5 


j-Q.il 


V 


71 

22.807 


l»>« f» 1*« bn b*"»f I I » f ih In lb* mmn, 

PACE 2 HOT APPLICABLE 


• - II If It H »* II b » ~ •* 
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SCHEDULE SE 

Computation of Social Security Self-Employmont Tax 

1«78 

(Farm 1040) 

► Each telf-empley ed penert mutt file a Schedule SE. 


~~~r 

► Attach ta Farm 1 <>40- 9- See 1 nil nr c riant fei Schedule SI (Farm 1040). 



► I* you had oagii. including »ip«. ol 5 V7#f00 

fill m thu tchedule (unletl jrou or* eligibf* for the Ear 


r m«ir« thot were tub|*Ct *0 toool I 
■ liable for th* Earned Income Credi'l S*« Intlrucuont 
J hod mors thon on* buHnilt^ainbint profitl and lottei from all yOur bulinniM and formi on > 


lilrood r*tir«m*nt tatei da not 
Schedule 5E 


Important. — Th* t*»-e meleymeru reperted be to- -^n be tred-Ud t* yeur too* I 


'd *"d m hgvrheg teciel mum berehn 


HAMI Of jrU-tMnOTID PtK 

KSn (AS SHOWN ON SOOAl 5RCUIIIY CAI0) 


tecrgl lervnty number *f 

•etf-empteyed pervm ► 

\ 

mm* j* / 

CLIHTUN^-^ 


A29/S2/<»047 

\ 


[ Commutation ef^of Eomingt tram F AttA SaU-Employmanf 


You moy elect »0 cpmput* you/ n*l form *orningt uiing th* ORTlONAl METHOO. lm* 3. mtt»ad of uima the Regular Meihod 
if your grott proldt Or*: (t)/S2,400 or l*n. or (7) mor* thon S3. 400 ond n*l profit! or* l»!l thon 51.600. ^{How*v*r.\ Itnei I 
mull be completed/ even if yo6 elect to utr the FARM OPTIONAL METHOD 


IEGUIAR MOHOO 
I N*r profit or lion) f 
J Not *orningt Ifrom foj 
FARM OmOHAi MIT^OD 
3 If gron prof*|i 

from formingl' or* 

' C'*t> p no tm lr* n l*f 
prehtt lit#*" lorn por 


4 Enl*r her* and on lin* I Jo. 

c 


. s.hrtvi .1 .r.U»E..3S-.C.43h. .M..«M...7.6r.F.C.M.VM; 

Form portnonhioi 

1*11 -employment (odd lin*| 1o Ond b) 

Not mor* thorr 52.400. *nl*r rwo-fhirdt of tK* gran praftti 

Mor* than JJ 400 *nd the net lorn prehl n l«i than $1 600. enter 11.600 
• r* rn* latol grot* preht! hem Schedule F ptu* rtv* durnbvftv* thor* *t grot* 
pi |Scbedul* K 1. Form 1 0631 et **ploin*d in mitructioni tor Schedule SE 

■ amount on (in* 2. or tin* 3 'f jrou *l*Ct th* fo rm ophonpl m«rtvod 


Cornpuf fion of Nat Earning* ftam NOMFAUM Saif Employrnant 



REGULAR METHOi 
5 N*t profit ( 
(foil) from 



Schedule C (Ent*r combined amount if mor* Ihon an* bulinati ) 

Fortnanhipi. joint v*ntur*t. *tc. (oth*r thon forming) 

5*rvict oi O minuter, member of o raligiOut order, or o Chrufmn Scene* Proc- 
ter (Include rantol *olu« of porionog* or r*ntol allowonc* furnit hed ) ll x 

filed Form 4J61. cheek bo* ond *nt*r t*ro an thu line | | 

rv be* with a foreign government or international arganuotian . 
her Specify^ _ 

6 Taiol (odd linei So through *> x . .1 L — 

7 Enter od|u!fmenrt il ony (artoch Wotement) 

I Adjutted net earning! or (Ian) from nonform i«lf-*molaym*nl (lint 6 Ol odiutted by lm* 7) 

If line 8 ll St.600 ar more Ol if you da not elect to uu rt • Nonform Opoanol Method, omit tinei 9 

through If and enter amount from line 8 an line 12b. For* ill 

Net*. Tov mj VII lh* nontarm aotionol method (fine 9 Itirovgn lm* II) only it lm* I it tell than 51.600 end leu 
then r— O Ihirot of yOwr grail ngnleii* prolitt end y*u tied actual "•> eammgi tram wit employment of 
1*00 ar mar* tor of laoit J at the 3 prior f**n The nentarm aononol m*mod can enly be vied tar 5 

NONFARM OFTIONAl METHOD 

9 a Monmum amouni rtportobl* under bath optional mathodi combined (lorm ond nonform) 

b Enter omount from lino 3 (If you did no* elect to uta the lorm opnanol method, enter tero ). . . 

c B-alonc* (tubtroct line 9b from tine 9o) 

10 Enter tvro-thir Hlof groil nonform profit! or 51.600. whichever it imolltr 

1 1 Enter her* onfj An line 12b. the omount on line 9c, or line 10. whichever ii tmgiler 

trim r 


5a 



5b 

/ / 


/ 

5c 

/ 


5d 

\ 


5* 

"1350 


A 

— 350 


7 



8 

350 



'Grott preiift trim nentarm bvvnni ere the total at the gran erehn hem Schedule C plut tt»e d' imbufi-e that* 
el greu profit from nenlorm permerihipi (Schedule 4-1. form 1065) at *»*lom#d in mirructient let Schedule SE 
Alto, include IQ'Oit prehtt hem tervtcet reported on l> net Sc d ond * at e* furred by line 7 



Computation of Sdciol Saturihy Satf-£mpltym*hT~To« 


12 Net eommgi pr (Ion)- a From fort 
b From nonform (from line 8. or 


mg (from line 4) 

n* 1 I il you elect to ut* the Nonfarm Opnanol Method) 

13 Total net eoritingi or (Ion) from tail-employment reported on line 12 (If line 13k Loot than M00 
yeu are nef lubject tw taff -employment torr 04 hat fill Th ml *f SchadutaT~777. .77 

w*gei end tetf -employment eorn-ng* iebf*ct t* Sec Sec 
o Totol “FK A 7 wage* ond ’‘RRTA" compentortian - 


1 4 The lergeti *n 


b Un reported tipi tubject to FlCA to* from Farm 4137 or to RRTA . 


j£ 


c Totol ol l|n«i 15o ond b 

16 8olonc* (tubtroct lin* ) 5< from line 14) 

17 Self-employment — lm* 1 3 or 16. whichever i tmoller 

1 8 Multiply the omount on lin* 17 by *061 

Thu u th* Self-Emoloyment To* Enter her* ond c 




350 
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SCHEDULE SE 
(Farm 1040) 

Computation of Social Security Self-Employment Tax 

1578 

^ Each ealf •employed pen ert mini File e Schedule 31. 


Iww^ Imvt Swuh. 

► Attach Ie Form 1 040 .- See Inetrucfieftr fee Schedule SI (Ferm 1040). 



• It you hod moget, including tipt. ol S L 7 # 7 0 0 or more that were tub|*ct to toool tdcuifiiy or rotlrood retirement toiei. do not 

till m thi| tchedul* (vnlett you O'* eligible tor the Eorned Intom* Credit) See Inflruction*. 'V. 

• It you hod more than an* buonetv Combine profit) end lotto tram oil your buiinettet and lormt on fh*^ Schedule Si 

Impeftont — Th# tell ampleymenr jneeme repo ned b*l*« w .11 be credit* 4 t* your uckvqI tecunry record m *4 mod m hgurihg toool tecunty btttlm 


NAMI Of SIlT-lMPtOTIO ft: 

HILLARY 


IN (AS SHOWN ON (OCA! S1CU IITY CAI Ol 

CLIHTOH. 


e*M employe d ymn ^ 


\ 


53/40/2536 

\ 


t ho»* only fond income compl*t»Fortl I ond III. • II you ho»* only nantorm income complete'-Rom II end Ml. \ 

* ho»e bom foyfw ond noxtoryiiitome complete Porn I. II, and III. \ \ 

^J^Campuf alien af/Nat Earning! Item FARM Salf-EmpUymanr \ \ 

lo compute yoy/net lorm earning* uung the OPTIONAL METHOO. line 3. miteod ot uung thA iegulor Meihod. I 
iroliti ore: (l)/12.400 or l««i. or (2) more rhon 32.400 ond net profit) ore leu than SI .600 However Alinei I t 
elect to im the FARM OPTIONAL M6TMOO \ 


You moy elect , 

if your grou prolifi are: (1)/1 
mutt be compl*t*d/#v*n it you e 



4 Enter 

KZZ 



3 If grot* . 

from lormmg|' ore 
' Cron 



REGULAR MITMf 

1 Net profit or ill 

2 Net eorningijlram la/m toll-employment (odd line* to ond b) 
FARM OPTIONAL METHOD 


Schedule F . A tI.«..5arX4SH..0«.LXHf...Tft-AC.CRMAU 
Form portnerthipt 


Not mar* than 52.400. enter two-thirdt of the grou p'olitt 
Mere th o» 52 400 end the net (arm praht it lew than 11.600 enter 51.600 
I laming *r* rhm tet*l grou pretitt (r*m Schedule F plwi the diimbunn there ef greu 
ponnerthipt (Schedule I I. term 1065) ei etplomod tn inttrucnant tor Schedule SE 

line l2o. th* omount on line 2. or line 3 .t you elect the torm opttonol metho. 


Computation of Net Earning) from NONFARM Self Employment 


5* 

/ 3 e 4 2 0 


3b 

/ / 


/ 

5* 

i 


3d 

\ 


3* 

^740 


-6 

4* 160 


7 



• 

4*160 



REGULAR METHOO 
S N*l prot'l or 
I lout from: 




Schedule C (Enter combined omount if more than one butinew.) 

Portnerthipt. joint »*ntur*t. etc. (other than farming) 

Service o« o minuter, member o* o rtligiou* order, o' o Chrittion Science proc 
iiioner (Include rentol *olu* of portonog* or rentol allowonc* furnu hed ) If . 

Med Form 4361, check bai and enter tero on thie line [ ; 

Servifee with a foreign government or iniernononol orgomtotion 

^>h*r : 'specify^ , _ - 

6 Toiol (odd Imei So through *K, . .y. I— r 

7 Enter ad|u*tm*nt« if ony (anach tletement) 

I Adjulted net eormngi or |lot«| from nontarm telf -employment (line 6. ot od|u«ed by line 7) 

It line 8 it SI. 600 or more OR il you do not elect to u«e th* Nontarm Opnanol Method, omit lin*t 9 
through II ond enter amount from line 8 an line 12b. Pan III 

Note: Tou "Of uu me nentorm opnonol metned |lm* 9 rhrough line II) only ,( line I ■> lew rhon 1 1 400 end lew 

Ihon Iwe-ltnro* et your grew nontarm prehtt ' end you hod actual net eormngt Iren* telf employment ol 
S400 or mere lor ot leoti V *1 the 3 prior yeort The nontarm eptional method ton only be uted l*r S 
tecobli yeort 

NONFARM OPTIONAL METHOO 

9 • Maumum amount reportable under both ophanol method) combined (form ond nonlarm) 

b Enter omount trom tine 3 (If you did not elect to uu ih* farm aptionol method, enter tero ) 

c Balance (tubtroct line 9b from line 9o) 

10 Enter rwo-thirS«|of grou nonform profiti ' or SI. 600. whichever it tmoller 
1 I Enter her* orid #n line 12b. the omount on line 9c. or line 10. whichever ie tmoller 
’Grew pretirj lr*m i 


butmew ere ihe tore! ot the grew *rohrt from Schedule C plut the dutnbuttve thore 
<-l. Form 1065) at etplomed m mttn 
reported on hnet Sc. a ond e. ot odiutted by bn* 7 


of grow pro lift from nontarm pormertNpt (Schedule R-l. Form 1065) et etplomed in mttruenent for Schedule Sf. 
Alto, include gret) pmftt ham M > 


Cbrnpulotipo pT SactaT Security 5a(f-Employmanf Tai 



12 Net eomingt or (lou|: • From farming (Irom line 4) 

b From nonform (from line I. or line 1 1 if you elect to ui* the Nonlarm Opttonol M«fhod) 

13 Totol net ear ungt or (loti) from t«lf-emplaym*nt reported on line 12 (II Mo* 13 ie loe* than $400. 

lebjeertf (eif-amp/ey merit toe. Do opt fill in reel *F Schedule) ~ 

>u«t'ol cemi 


yaw are net 

14 Th* lergett *m 

1 s a Totol "Fl<, 

b 


13c V 

1 2 bd ’ 


:a/ wi 

d/tip) 


-employment earnmgi twbfoct to Sec Sec or Redraed RH. **«at u 

>og*t 0"d "RRTA” campeniatian I , 17 >7001 

Unreported/tipt tub (OCT lo FlCA toe from Form 4137 or to RRTA . 

Totol of |ng» 15o and b 


H 

ui 


16 Molonce (tubtroct line 1 Sc from line 14).... 

17 Seff -employment —line 13 or )6. whichever 

It Multiply th* omount an line 17 by .08 1 

Thi» a th* Sell-Employment To*. Enter her* ond on Form 1040 


4*1£JQ 


i 


IAS. 
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n ]«#. i**i*tfi in*t io *<•» *>•» 4 mmo/* i»» •*'«< jo !•«•* •*>« 

t» >>><" IQtfl *«»« is . 


\2jt2J_ 




l*r (tn»i* J * i r*y • n WMt Mm H •***««< 


I* ft* '* •»» • • *»t ||»**1 M»|»« rtv **l/JT Htn.ii It ?«« 

»■«) •«< («• t» l t»i* 10*0 li»t *0 it *• • i 

1 * 1 ' ft.r ittnittl ttt*H>t't I* Jltttvla 4 li*t )1 ft* • ■•< itmtlt'i ?irt 
II UU'I ti|«M»f T*"< '•» 

* m MUJ] ittinii* ? •*" rf 


I lii t>t ni'i-ic • ittt’t't Ifni* cl ill' ittwit It 

IvHt'i lli'i n t» •( >*'1 »••* *•* it' • »t»t it "f» t •• 


t»i»ti i«t»i »•!*• tc •* iu»i4tt tti»‘ti»'i t« it»i i* *t ) ti Ji*te 

■ if It l»n || ft! (CM It* > lt»t««'t tfl It Cr» Mil • ttl» > 0 *( 

J1 t»* t'it* JO !»«' fi 't Imt I* 



4 *.*••? I *» 1 I-*'* ’•** I __L 

J i:r i t»{ « l*<f t*i t' ItM" 10*1 iim 1 * IttM Imt J 1 (■•■l 

if e* 1 (i* lift 1 * . ► J 
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f*rm 2210 

dttl' 4 “1~ J tl ?M 1 IMHO 

UNDERPAYMENT OF 


ESTIMATED TAX BY INDIVIDUALS 

1978 

liii'Mi Iimim Wrvtcfl 

► 4n««4 t4*l Ua ta Farm 10-447 - 


tniiAH J 

f. C H1LLIHT CLIMTON 1 

429/92/9047 


Haw In Fifttra I Mr y^ n^pwil U*« I ftwnn Hi 

II ?a* iiini any at lk« auaaliari la Ilia aadaraavmani penalty far ill liar |ifiu Uip llaat I li U iM |« N la Ima 17 



11 Enter ION *1 MU omanM thian an tint 10 


12 fluua amaunr an Ima M kr iha nowiar al 

fiTmami /loaned tor fha fHi.. 

11 Imaanh paid an animal* tor inch panel 
ana iaa vnhhaitf 


Dva (Hire al laftalbami 


. 18 / 102 ! 




197a.: 


HI 


1978 15 1978 Ian 15 1 979 


I 




I I 


!/ 


I 

. ^. 3 Zfe; 


14 OaarpaTHuni *< prinoni miroMmaei 


IS faidl all lma» 13 and 14 
U JnaarMrmanr ilina 17 Ian Ima ISl 01 
Oaarorrmant Ima IS Ian Una 17 ... 



Zi 3 22 


itiir 


uizzi 


l* 322 


- 7717 ?" 


1* 322 


2/203 


Zi ZflAi 


licipnam ta rfcn fwmny 

• firman and lunarmaa ua utiryniam tor uanai Hawaiian i 


17 Total omanM paid and aithhaid Iron Janaary I 

ihraajn iha mtrailmani data max a lad 

II Ucaonao I Pnat | JS% •• 


2/323 


4 , 645 ' 


6,9fe7' 


9, 289' 


paar i tai . 


8a 194 


If Inafttan 7 - Tat an prior poor j incawi *>109 

ratat and uawpiiant 

20 Eitapiran J Tai an aaaualiiad 


in rar SOS ot lai 


Eniat 75S at iaa 


.ULS± 


Eniar IOOS at tai 

I 


Lniar 70S at lai 


Eaiar 40S at lai I Laiar tOH al lai 

II * • I 


71 luaa'ton 4 . Tai on 1 \ 1978 me aw a writ 

1. S. and I month lanadv 


Eniat 'OS at lai 


Emar 10% at fpa 



Haw ha F*trre Hia family . 
Cowplaia Imai 77 niraa|a 741 


72 

imaanf al undattarmant Iran Ima III 0: 

a> ! 

oi 


0 

23 

Data at payment at Ifni IS 1979 

| . .. 

1 

■ 

j 


,hi<harar it aarliar 





24 

leather at dart (raw da* data at payment j . 

! ! 

, 0 

1 

0 

1 

oi 

25 

•iiinatr at dan an Ima 74 i IS i Aatl an Ima 77 


1 

! * ' 



345 i Oi 1 

oi : 

OI 


oi 

21 

finally l add annual} an Ima 7S1. Oled At hei an Farm 1040 and UU* ihn awaant 
to iha vpcti inaidad Dion mcrawa tha "Iolanta One " at detraata rha awaant 'Ovaryaid" 

Ktatdtnf Ip 


1 

1 

0! 
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SCHEDULE 09 -CASH CONTI IBUTIOHS 


non. ITEMIZED CONTRIBUTIONS 
/ TOTAL 


~MDER AL STATE 

1.233 ^ 1.233 


/ , 

/ / 

/ 


i i 
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SCHEOULE 28-LONG TERN CAPITAL GAINS 


OESCMPTlO* — 

DATE AOU DATE SOLO, SALE PRICE OEP 

-INSTL SALE SEE SCH 

/ / X / 

•INSTL SALE-COLLCCT 

/ / / / / 

-SACRES-LANO / 

01/2S/77 0S/1T/78 5.000 

X TOTAL- 


FEDERAL STATE 

COST GAIN/LOSS 


788 


788 

98 


2.850 X. 2,1S0\ 2.150 

9*036 PA 3.036 • • 


DESCRIPTION 


SCHEOULE 30-SHQRT TERM CAPITAL GAINS 


R IPTION 

OATE AOU date SOLO SALE PRICE OEP COST 


FEDERAL 


GAIN/LOSS 


J-COHHOOITIES 
/ 1 / 


r 


STATE 


/ / 


TOTAL- 


26.961 


26.561 


\ \ 


26.561 »• 26.561 •• 

j i 

/ / 


V 


// 
^ 


R 

i \ 



\ 
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7 



/ 

INSTALLMENT r t i IN 

ON SAL! 


- 

DESCRIPTION OF PROPERTY: 


DATE-^ACQUIRED 

DATE SOLO 


! 


' / Z?S. 1 9 77 

\ . 197/ 

1 . 

GROSS SALE PRKE / 


$ XXX x 

$ 

2. 

ORIGINAL COST 


7/00 ' 

XXX 

3. 

IMPROVEMENTS/ 



XXX 

4. 

TOTAL COSTS jCT+J] 


7^00 

\ XXX 

5 - 

LESS allowep/allowable depreciation 



XXX 

6. 

ADJUSTED BASIS 0 - 5 ) 


77CC 

‘ 1 XXX 

7. 

EXPENSES 0F| SALg 


TJ-O _ 

XXX 

8. 

ADJUSTED BA^IS PLUS EXPENSES (6 ♦ 7) 


XXX 

! tf'u ^ 

9- 

PROFIT ON SALE [I - 8) 


XXX 


10. 

MORTGAGE PRIOR JO SALE (ASSUMED 8Y BUYER) 


t 

XXX 

1 1 . 

TO BE COLLECTED BY SELLER (1 - 10) 


/ —t 0 -?r- 

XXX 

12. 

EXCESS OF ASSUMED MORTGAGE OVER BASIS (10 - 6; 

1 

1 

' XXX 

13- 

"CONTRACT PRICE"' (11 + 12) 


| /-* wr 

XXX 

14. 

RATIO OF PROFIT TO CONTRACT PRICE (9 - 13) 


1 Y2. 


15. 

DOWN PAYMENT i'n YEAR OF SALE 


! / S~oo 

XXX 

16. 

OTHER PRINCIPAL'. PAYMENTS IN YEAR OF SALE 


, ' 

XXX 

17. 

TOTAL COLLECTED \n YEAR OF SALE (15 - 16) 



XXX 

18 . 

EXCESS MORTGAGE OVER COST (ITEM 12) 



XXX 

19. 

"PAYMENTS" IN YEAR OF SALE (17 + 18) 


XXX 

■> 


YEAR 

PRINCIPAL 

PAYMENTS 

PERCENT 
OF GAIN 

TAXABLE GAIN 

TO SCH. 0 TO FORr 4797 

DEFERRED 
BALANCE 
OF GAIN 

3 7f 


^77% 

9ra 



) 


: tj 



) 



1 


) 



I 


3 


1 

I 


3 


1 

1 


3 


1 



3 


i 



3 


1 

1 


3 


i i 1 


THE TAXPAYER' HEREBY ELECTS TO REPORT THE CAIN O'* T^l S SALE -UNDER THE INSTALLMENT m.£THCD 
OF ACCOUNT | NG AS DEFINED IN IRC SECTION 453 . 
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Foolling cTWanor 


Inc. 


Jnmcn 0. McOouroI 


1’rcnlflon i 


J.W. Fulbrieni 
Chulrivmil of the Ooard 


\ 


February 4 . 1977 


Bill Clinton 

5419 L Street 

Little 'Rock . Arkansas 

Dear Bill. 

Between now and Aoril 1st please mail us your 
down navmon r - * 7.17^ nn > _ jf you have it to spare. 


Rolling Manor. Inc. m the amount of S155.51 to our bank in 


one of the enclosed envelopes. 


Beginning in Aoril mail a check pay able^t-o 



S incerely . 



DKSN022066 


1291 



O 
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C 1:K 1 1 1 1C A 1 L OF PARTICIPATION 


UNION NATIONAL BANK OF LITTLE LOCK 
LITTLE ROCK, ARKANSAS 


Gentlemen 


We offer you a participation in the following loan 

Jajoea B. NODougal , etux 
B1 . 11 Cl in t on.— e t ~.ux 


BORROWER_ 
TOTAL LOAN 




6lL,2(T 


AMOUNT ASSIGNED TO YOU Qj^yi^.An 

SECURED BY COLLATERALS FOLLOWS: Jkrt of Sec. 9, Tvp 

Sec. 8, ^Wp. 18 N, R/l4 V. cont. 230.24 acres a 



ADDRESS_ 

DATE OF NOTE_ 

RETAINED 4iY US 


part of 


DUE DATE OF NQTE Dema nd 

ESTIMATED VALUE OF COLLATERAL 


NET WORTH OF BORROWER_ 

$?4? ( noQ.nn 


Bank 


We hereby assigpf a $ 91. 305.60 interest in the above note to you without recourse and 00 , also 
assign such interest in saia security agreement, deed of trust and/or other collateral as is nttcessan 
to secunc your/interest in said note, and we agree that such security agreement, deed of irustAand/cJ 
other collateral pledged to us shall secure your interest in said note and our interest in said not* 
concurrently and proportionately in the proportion that the interest held by each of us shall Bear td 
,u ~ ; ~dfebtedncss, and in case of a foreclosure sale under said security agreement, deed o| trust 

collateral, the security shall be purchased at such sale for the proportionate benefit of 
the undersigned We shall endeavor to use the same care in servicing said loan as wd 
loan were made entirely for our own account and in that connection it is agreed thal 
we mayi use our sole discretion with respect to exercising or refraining from exercising our rightfs witlf) 
respect iheretb. We will not without your prior written consent (a) change the rate of interest on 
said loato, or Vb) release any security which wc may at any time or from time to time hold for tl/e 
purpose of securing said loan. The undersigned will, at any hme requested by the said Union hflatioiiJbl 
Bank of Little Rock, execute and deliver to it formal assignment of the above security Unless stipulated 
between the parties in writing to the contrary, it is agreed that all collection of balance of/princinal 
and interest will be applied on a pro rata basis, as previously stated, and these distributions will/bc 
made as collected. 



This participation \draws interest at the rate of _ 
DATED this \ ^nd day of August 


_1Q_ 


% from date. 


,Q 78 


ATTEST 



urge- Vlo^ President 



(Idte) J. N. Patterson - President 


ACCEPTED 


UNION NATIONAL BANK OF LITTLE ROCK 
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ArrooNtts 
<»o [<r 'oy*»« 

LITTLE »OCK. ARKANSAS 7**0' 


Aujgu StJ. 1 „_19 b 2 



The/esa 
Executive 
Madison B*i 
101 Public 
Kingston, Ark 

l/ear 

wanted Co con 
cal/led co speak w\ 

[ ask chac you speak''^ 
all arrangements 
5tanc ing chac che loan 
by Che White Wat 
co be increases in 
bicDov^gal will have co auchori 
a^prepiace your checking on ^ 
as possible. 




ge Chac I left for you when 
our letter of August 5, 

or Mrs. McDougal who havJ: 
It has been my under- 
of proceeds from 
cracicn. If there 
vmenc Chen Mr. or Mrs 


HR Jc 
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I. Tha ,*WMT to tka abaaa p iap ait y, herai/valU 
■arcbantobla tltla aadtoactary to Bayar'a »LLrrn«y, 

• aaJWy to Utla Inntuet, ntmNlM to an • k»tn«t 

• bit dm ift«r impUAtt vitkla rabieh U fvmlak aka r 
ft rwHnibli Uim to BMt tha ab)actto*a ar to fvwifth 

ft. Itm kfrrvUk U^tn L 

. Tbli raft ikall ha Wald by Ayrat irU U «K«r U 


prataptiy j a tan tod to Barar. If, totor nty t wt , Boyar folia 
iimtfra, vkich (act iWI m< prat l*4a SaUar ar Ayrat frara 


at SaDar'a era* s aawplato <• to tract rtolartiaf 
m ap tiara to fmiak B»Tar. to pi act to okatrart, 
ratorrr to LbU aptlara. StoJar okat] lun a rtiraa 
abjarttama in raaka to Mtto. Stolo tkali ton 


. _J b n arai p mrt to prarckoaa prtaa ipaa 
y ah r r raaw t a ary **t laLflUW, It aka 1 1 Wa 


t. T ixm ftito apftdaJ unai ainty, to* ra • ktoara 

aktol to* pra-ratW u to alaatoc 4a to to*W ipra tka 

•kali to* pro- ra tod m to to ftfttoc data. 

ft. 8aH«r tkad nrato tka pra party ito ftaltrar 
4a to. 9 altar ayrara to pay rart to »ay«r at tka rato to L 


ft. Boyar cartl/laa tkat ha kaa larpactad tka property a>4 ha la ■ at ralytur 
■rati to tka Ayrat ar ftaltar aa to »r* ar pbyiwal canto ti an to toiprararaaau. 
flra ar athar aaaaaity aaa arrt at ap to tka time to traatoar to UOa mm tka «laala< 


Dy_ 


10. Thla ouir U hbsdi-Opraa 


Boyar If acraptod ratthla. 


Tha a beta OfXat U arc ap tad i 


Ayrat ft In af . 



. far pralaulanal Hrrtcaa rradirid In lacanny ial4 Offrr. If fal 


raenay pronded for baratn la farfulad by Boyar ftftoar tka praalaJana barato, lift* aball ha ftjaidad 
Ayiat totar paycaant to Ay ant af bit lanmd aaparaaaa. 
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Mr. James B. HcDougal 
4 Betsvood 

Little Rock, A R 72207. 


This is 
to datit has 
keeps the 

you anytime you wisb{ 

Aa of Last surmer we 
placed with the Bank purchas 
to amortize the debt of thi 


November 14, 1986 


Whitewater Development Corporation. The company 
aling approximately $90,000.00. Charles James 
and will be happy to go over the books with 


in selling all of the property and had 
Land notes, from these sales sufficient 


Our dealings with the 
in management during the Life 
keep us informed as to the sta 
of the purchasers of the more 
these payments to apply on our loan 
payment. As it is unlikely that 
winter months this deficiency will 



!e most difficult with five changes 
The Bank has consistently failed to 
th* loan. Apparently three 
defaulted. Failure to receive 
deficiency in our note 
t can be resold during the 
an unacceptable rate. 


factors. Firstly, I 
r potential of embarrassment 
the $90,000.00 
^ntrlbuted to the 
d era Land your 

accomplishing 


Hillary’s 
lyment of 


I was motivated to send you a stock 
(wanted to get you out of the company 
to you. Secondly, I had hoped to be able to 
loss for tax purposes since Susan and I have 
company the funds necessary to cover these losses 
desire to have your name off the note and hope yi 
this. 

The purpose of the Warranty deed with lien retain* 
signature is to get the property recorded in the name 
avoiding the recurring problem of Hillary appearing de 
Real Property Taxes in Marion County. 

Congratulations on your stunning victory and best wishes 
successful four year term. 


©@R][?0®SKnf0A[L— i 
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OtArr* 

wilt 

|U«M 


v Mini 


w.._ Corporation Income Tax Rv l 

* ..£«?.•. At ><*<• >*^i 

» a««i«H«n A«t H«llf. <W H(t 1 «l IX» ImlrwCtl— 

v»iiTr:*ATTR or/ELQp.^grrr company, inc. 

_J_3ETSNOOO 

C*r m I— V KW. M ii* CM* 

LITTLE ROCK, 


A.AKANSA 3 72207 


I 



....... b Lxn ritcrti *j 

ooerationj (Schedule A) . . . 

2} . . . 





i adult 0) 

rt II (attach form * 797 ) 

'•) 

enter here 


Ltn iota end 1 1 


1 * C< 

2 C( 

I*- 

i Oivk 
S Interatl 
( Grou rente 
T C'ou royeJUej 

i c» exitin' 

I Nt| pin or (loti) from 
) Other income (iee 
1 TOTAL mcoml 

12 C^PAflviuon ol oflicei 

13 a SaUna «i|a < 

14 Repair* 

15 Bad deOU (Schedule f if rrierve method 

16 Rant* 

17 Tun 

18 Interest 

19 ContnbutJoni (ate Instruction* far 10% 

20 Depreciation (attach form 45SZ} . . 

21 Law deprtciadon claimed w Schedule A and 

22 OapiatJon 

23 Advertunf 

24 Pennon, profit ihennj. etc. plena 

25 Employee benafit proframs . . 

26 Other deductions (attach »chedule) 

27 TOTAL deductions — Add line* 12 throuffi 26 and 
21 Taxabia mcoma before net operatlnf k>u dad action and n 

29 less: a Nat ooemint ion deduction (tee mstrueDara) 
b Soaoai deductions fSchedUe Q 

30 Tan ole income (lina 28 
v 3l TOTAL TAX (Schedule J). . . . 

32 Payment*: 

a 1984 overpayment allowed as a credit, 
b 1995 animated t*j payments . . . 

c Uu 1985 refund applied lor an form 4466 
4 Taa deposited with Form 7004 . . . 

* Credit from refulAted Investment companies (srtach form 2439) . 

1 Credit for fade nlUi on jasofine end ipeoalluett (attach form 4 J 38) . 

33 Enter any PENALTY for underpayment of wtlmaied Ua— chec* aOlf Form 2220 n ertacl 

34 TAX 0UC — If tna tool of linen 31 and 33 a lerftr than line 32. enter AMOUNT 0> 


— -L-L 


124 394 24 


V *'?•'}} 7>> 







/X. YJt Y\S- 


( 



'TJf 

/i,2ct 




/ 7*y/g 
/ wz.jis'Y^y 


35 OVERPAYMENT— if line 32 a larfar than the loUl of Kne 

36 Eater imotml af line IS to* «aac C/WIIH ta 1)16 nlleiatH Ui 


31 and 33. amtt AMOUNT 0VERP4 

J_ lafoeaed ► 


1 Please 

Sign 

Here If - 

I S analK'l il «l 
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STATEMENT OF ACCOUNT 

Citizens Bank 
&TVust Company 


»• * ♦O*"' 



Q i N M 95.510.12 
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.00 plus 1979 Piper Seminole 
Aircraft 


DUE SELLER AT CLOSING: 

*979 Piper Seminole, Model 

We appreciate your business. Pleas 
be of further assistance. 

Sincerely , 

OZARKS REALTY CO. 


Earl J. 
Broker 


Stafford 



S® CTO© ire 


CONFIDEF 


100 649 
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Warranty deed; 
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Mr. Janes B. HcOougal 
4 Betswood \ 

Little Rock, AR 72207, 


November 14, 1986 


/ 

Whitewater Development Corporation* The company 
" :aUng approximately $90, 000.00. Charles James 
and will be happy to go over the books with 


This is 
to date has 
keeps the 

you anytime you vris^ 

As of last surtner we 
placed with the Bank purchas 
to amortise the debt of th^ - 

Our dealings with the 
in management during the life 
keep us informed as to the st 
of the purchasers of the more 

these payments to apply on our 

payment. As it is unlikely that thes 
winter months this deficiency will 

■ , 1 was motivated to send you a stock 

wanted to get you out of the company beca „ 
to you. Secondly, I had hoped to be able to 
loss for tax purposes since Susan and I have 
company the funds necessary to cover these losses 
desire to have your name off the note end hope y n 
this. 

The purpose of the Warranty deed with lien retain 
signature is to get the prop er ty recorded in the naae 
e voiding the recurring problem of Hillary eppearing de 
Real Property Taxes in Harion County. 

Congratulations on your stunning victory and best wishes 
successful four year term. 
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an unacceptable rate. 
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1ST DOCUMENT of Level 1 printed in FULL format. 

ARKANSAS CODE OF 1987 ANNOTATED 
Copyright (c} 1987-1995 by The State of Arkansas 
All rights reserved. 

*** CURRENT THROUGH THE 1995 SUPPLEMENT *** 

*** (1995 FIRST SPECIAL SESSION) *** 

TITLE 23. PUBLIC UTILITIES AND REGULATED INDUSTRIES 
SUBTITLE 2. FINANCIAL INSTITUTIONS AND SECURITIES 
CHAPTER 32. FINANCIAL INSTITUTIONS GENERALLY -- ORGANIZATION AND OPERATION 
SUBCHAPTER 12. BRANCH OFFICES 

Ark. Stat. Ann. @ 23-32-1202 (1995) 

@ 23-32-1202. Establishment of full service branch offices -- Locations 

(a) No banking institution shall engage in the business of banking at any 
location other than at a principal banking office or branch bank in this state 
except as otherwise permitted by law. 

(b) Any bank may establish a full service branch and may establish, maintain, 
and use a customer-bank communication terminal, as that term is defined in @ 
23-32-1301, provided that its supervisory banking authority approves its 
application for the full service branch. Full service branches and customer-bank 
communication terminals may only be established as follows: 

(1) A bank may establish full service branches and customer-bank 
communication terminals anywhere within the county in which the establishing 
bank's principal banking office is located; 

(2) A bank which relocates its principal banking office may continue to 
use its former principal banking office location as a fuli service branch and 
customer-bank communication terminal so long as the use as a banking facility is 
uninterrupted ; 

(3) In addition to subdivisions (b)(1) and (b)(2) of this section, after 
December 31, 1993, a bank may locate one (1) or more full service branches and 
customer-bank communication terminals anywhere within any counties contiguous tc 
the county in which its principal banking office is located; 

(4) After December 31, 1998, a bank may locate one (1) or more full 
service branches and customer-bank communication terminals anywhere in this 
state . 

(c) Without regard to the exceptions for location of a branch bank and 
customer-bank communication terminals as provided in this section, a bank may 
purchase the business and assets and assume the liabilities of, or merge or 
consolidate with, another bank located in any incorporated city or town within 
this state and operate the acquired bank as a full service branch and 
customer-bank communication terminals, provided that full service branches and 
customer-bank communication terminals shall not be established pursuant to 
purchase, merger, or consolidation with another bank should either bank have- a 
de novo charter. 
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Ark. Scat. Ann. @ 23-32-1202 (199S) 

(d) None of the provisions of this section which restrict the locations in 
which branch banks shall be established will be effective in emergency instances 
in which the purchase and assumption of the assets and liabilities of a failed 
or failing (less than three percent (3%) capital -to-asset ratio) bank becomes 
necessary due to state or federal regulatory action. 

(e) Any bank may file an application with the Bank Commissioner to relocate 
any existing branch to another location then authorized by law. A fee of not 
less than one thousand dollars ($1,000) nor more than two thousand five hundred 
dollars ($2,500) as set by regulation of the State Banking Board shall accompany 
the application. The application shall contain such information concerning the 
new location as the commissioner may require by regulation. The commissioner 
shall approve such relocation unless it is determined the relocation is not 
economically feasible or will not serve the public convenience and necessity. 

HISTORY: Acts 1973, No. 228, @@ 2, 6; 1983, No. 256, ® 1; 1985, No. 103, ® 1; 
A.S.A. 1947, @@ 67-360, 67-364; Acts 1987, No. 539, @ 1; 1988 (4th Ex. Sess.), 

No. 2, ® 4; 1988 (4th Ex. Sess.), No. 12, ® 4; 1991, No. 892, ® 4. 

NOTES : 

AMENDMENTS. The 1988 amendment, by identical acts Nos. 2 and 12, rewrote this 
section . 

The 1991 amendment rewrote (e) . 

RESEARCH REFERENCES 

ARK. L. REV. Note, Arkansas State Bank Commissioner v. Resolution Trust Corp.: 
Does the RTC Have the Power to Override State Branch Ban<ing Laws?, 44 Ark. L. 
Rev. 837. 

UALR L.J. Note, Banking Law -- Branch Banks -- Arkansas Branch Banking Laws Are 
Preempted by the Emergency Acquisition Provision of FIRREA. Arkansas State Bank 
Commissioner v. Resolution Trust Corp., 911 F.2d 161 (8th Cir. 1990), 13 UALR 
L.J. 691. 

Legislative Survey, Banking Law, 8 UALR L.J. 547 
Survey -- Banking, 10 UALR L.J. 543. 

Survey, Banks and Banking, 14 UALR L.J. 277. 

CASE NOTES 

BRANCH OFFICES. 

Bank cannot convert its current principal office located in White County into 
a branch office and establish a new principal office in Pulaski County, as a 
branch office cannot be established in a contiguous county until 1994. First 
State Bank v. Arkansas State Banking Bd. , 305 Ark. 220, 806 S.W.2d 624 (1991). 

CITED: Arkansas State Bank Comm'r v. Resolution Trust Corp., 911 F.2d 161 (8th 
Cir. 1990); Arkansas State Bank Comm'r v. Resolution Trust Corp., 745 F. Supp. 
550 (E.D. Ark. 1990) . 

USER NOTE: For more generally applicable notes, see notes under the first 
section of this subchapter, chapter, subtitle, or title. 
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6 TH document of Level 2 printed in FULL format. 

ARKANSAS CODE OF 1987 ANNOTATED 
Copyright ,cl 1967-1995 by Tne State of Arkansas 
All rights reserved. 

*** CURRENT THROUGH THE 1995 SUPPLEMENT *** 

*** (1995 FIRST SPECIAL SESSION) *** 

CONSTITUTION OF THE STATE OF ARKANSAS OF 1874 
AMEND. 14. LOCAL ACTS 

Ark. Const. Amendment 14 (1995) 

Local Acts 


“ sht - r r r ai by 

shail not prohibit the repeal of local o^speciaWcts^ 131 * Ct ' ThlS amendment 
NOTES : 

S^ s i:^r;rr;: * — - «>- - 

It was approved at the general election “V!' < 926 ‘” e ACtS 1927 ' p - 12151 • 
and 44,150 against. faction on Oct. 5, 1926 by a vote of 60,500 for 

This amendment may supersede Const., Art. 5, @@ 24-26. 

RESEARCH REFERENCES 


AM. JUR. 16a Am. Jur. 2d, Constitutional Law, <§ 789. 

ARK Chanoi^'h SPe ! lal and L ° Cal ACtS in Arkansas. 3 Ark. L. Rev 113 
^Changing Boundaries of Municipal Corporations in Arkansas. 20 Ark. L. 


Rev. 


Strolling 


T^Lgh J the Ke ™L d ^ind C 1 t uLR°L S “ C l tl ° nal AmendmenCS ln tel ““" 

Survey -- Banking, 10 UALR L.J. 543. 

Goldner , A Call for Reform of Arkansas Municipal Law, 15 UALR L.J. 175. 
CASE NOTES 


ANALYSIS 
In General . 

Administration of Justice. 
Administrative Rules and Regulations. 
Amendment . 

Classification . 

- -Defined. 

--Invalid . 

- -Population . 

--Salaries and Fees. 

--School Districts. 

--Taxation. 

--Rational Basis Test. 

--Valid. 
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Ark. Const. Amendment 14 (1995) 


population . 

Salaries arid Fees. 

School Districts. 

■Taxation . 

litiative and Referendum. 

;peal . 

:hool Finance Act . 

' ^^determining whether a law is public, 9 -eral , special or local the courts 

iU 10? to srs o^r ^ 

irn, and phraseology. State ex re^ B (1958) ; Laman v. 

79 (1944); Inman v. Kelley, 229 Arx. 

Irrill. 233 Ark. 967, 399 S.w.2d 614 (1961); Littleton v. Blanton. 281 Ark. 

95 665 S.W.2d 239 (1984). • i aw beina 

Legislation may be classified as general special f 

mmm§=Bk 

rs d ;T« “ 4 °uS^: “Hy 1 ” Littl. *** v. waters, 303 Ark. 363. 

"The” constitutional ‘prohibition of local legislation is a restriction on the 
(eneral Assembly and not on municipal corporations of the state. Roo 

>£ r^vroo^; - szl r *— 

ssss =1 nn; ■%.« - 

tviz 

the state less than the whole. Board of Trustees v. City of Little Rock, 

krk 585,750S.W.2d950(1988). 

An act is -special" if by some inherent limitation or classification it 
arbitrarily separates some person, place, or thing from those upon which, but 
r h cpnaration it would operate, and the legislation is local if 

IppUes "any di^ion or subdivision of the state less than the whole. Owen v. 
m aUn . 296 Ark 351 757 S.W.2d 921 (1988). 

Simply because the legislature states that an act is 
a court is not bound by that statement; rather, the court will look to the 
operation and effect of the legislation, and if that operation and effect is 
necessarily local, then the act is local regardless of its form. If the 
legislature is to decide whether an act is local or special the " 

this amendment serves no purpose, and it might just as well not have been 
adopted. Owen v. Dalton, 296 Ark. 3S1, 757 S.w.2d 921 territory 

That a statute may ultimately affect less than al v Wa cers, 

does not necessarily render it local or special. Cl y o 
303 Ark. 363, 797 S.W.2d 426 (1990). 

........ ...... ™ 

amendment since they relate to the administration of justice and 


1310 


Ark. Const. Amendment 14 (1995) 

local nor special. Sebastian Bridge Dist. v. Lynch, 200 Ark. 134, 138 S.W.2d 81 
(194C); Stuttgart v. Elms, 220 Aik. 722, 245 S.'W.ld 825 (1552); Smalley v. Fort 
Smith, 239 Ark. 39, 386 S.W.2d 944 (1965); Littleton v. Blanton, 281 Ark. 395, 

665 S . W . 2d 239 (1984) . 

Act setting fees of clerk of court and the official reporter of the Tenth 
Chancery District did not violate this amendment, as the clerk is a vital part 
of the court organization and the court stenographer is an essential officer. 
Sebastian Bridge Dist. v. Lynch, 200 Ark. 134, 138 S.W.2d 81 (1940). 

Act authorizing schedules of fees for justices of the peace in counties 
having population between 10,275 and 10,290 violates this amendment and cannot 
be valid as an act indispensable to the administration of justice. Wilson v. 
State, 222 Ark. 452, 261 S.W.2d 257 (1953). 

Act which applied to only one of the five circuit judges in the Sixth 
Judicial Circuit and which was not determined to be essential to the 
administration of justice clearly violated the intent of this section and was an 
example of the very sort of legislation that this amendment was designed to 
prevent. Beaumont v. Adkisson, 267 Ark. 511, 593 S.w.2d 11 (1980). 

Statutes designed to meet the judicial needs of an area on a 
nondiscriminatory basis are a part of a judicial system for the entire state and 
are not local or special within the meaning of this amendment, even though such 
statutes may apply only to individual counties, judicial districts or divisions 
within districts. Littleton v. Blanton, 281 Ark. 395, 665 S.W.2d 239 (1984). 

ADMINISTRATIVE RULES AND REGULATIONS. 

Rules promulgated by Game and Fish Commission applying to portions of the 
state less than the whole were void as violative of constitutional provision 
prohibiting the passage of local laws, and statute authorizing such regulations 
was also void. Arkansas Game & Fish Comm'n v. Clark, 192 Ark. 840, 96 S.W.2d 699 
(1936) . 

AMENDMENT . 

Legislature cannot amend a local B ct. Benton v. Thompson, 187 Ark. 208, 58 
S.W.2d 924 (1933) . 

An act which amends a local law converting it into a general law is not a 
violation of this amendment. Hall v. Ragland, 276 Ark. 350, 635 S.W.2d 228 
(1982) . 

CLASSIFICATION. 

Where the legislature is dealing with the salaries of county officers under 
the constitutional directive it is not necessary to classify the counties as to 
population or in any other manner but it is necessary that no county be 
excluded, but this is not to say that some of the counties may not be excluded 
if exclusion is based on a proper classification. Inman v. Kelley, 229 Ark. 149, 
313 S . W . 2d 796 (1958) . 

Classification among geographical or political subdivisions is permitted if 
the general assembly could have had a rational basis for it, and the fact that 
the classification includes only one city does not necessarily mean that it is 
"local" in the constitutional sense. Board of Trustees v. City of Little Rock, 
295 Ark. 585, 750 S.W.2d 950 (1988). 

If the classifications are such that the legislation applies only to 
political subdivisions of a certain population, the legislation is local if 
relative population has nothing to do with the subject-matter of the law. Owen 
v. Dalton, 296 Ark. 351, 757 S.W.2d 921 (1988) . 


--DEFINED. 
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An act is special if by some inherent limitation or classification it 
arbitrarily separates some person, place, or tning from those upon wnich, but 
for such separation, it should operate, and the legislation is local if it 
applies to any division or subdivision of the state less than the whole; just 
because a statute may ultimately affect less than all the state's territory it 
does not necessarily render it local or special. Fayetteville Sch. Dist. No. 1 
v. State Bd. of Educ . , 313 Ark. 1, 852 S.W.2d 122 (1993). 


- - INVALID . 

Exemption of counties or districts having stock laws from the provisions of 
an act violated this amendment. Jacks v. State, 219 Ark. 392, 242 S.W.2d 704 
(1951) . 

Act creating office of county clerk for Franklin County under the authority 
of Const. Amend. 41 abolishing population requirement violated this amendment. 
Huggins v. Wacaster, 223 Ark. 390, 266 S.W.2d 58 (1954) . 

Act providing for minimum wages to be paid on public construction projects 
according to standards set by the United States Secretary of Labor for 
corresponding classes of workers on projects of similar character in the area 
where the work is to be performed is unconstitutional inasmuch as it contains no 
provisions for establishment of minimum wage rates for those areas in which the 
Secretary of Labor has made no determination or those areas in which the 
previous determinations have become obsolete and out-of-date so that it 
discriminates as to those areas and there is no formula by which such wage rates 
may be determined, making the act local or special in its effect. Crowley v. 
Thombrough, 226 Ark. 768, 294 S.K.2d 62 (1956). 

Act violates the constitutional mandate against local legislation by 
attempting to set up a work week for firemen in certain city of state based on 
form of government in city when there was no reasonable relation between the 
classification and the purpose of the law. Mankin v. Dean, 228 Ark. 752, 310 
S . W . 2d 477 (1958) . 

The Medical Quota Act whi^h allocated patient-day quotas to a city based on 
population and also to the county uased on population which included the 
population of the city was in violation of this amendment. Board of Trustees v. 
Pulaski County, 229 Ark. 370, 315 S.W.2d 879 (1958). 

Act which will affect only one railroad and which was obviously intended to 
affect only one railroad which was seeking to and had abandoned its operation, 
was unconstitutional. Arkansas Commerce Comm'n v. Arkansas & Ozarks Ry. , 235 
Ark. 89, 357 S.W.2d 295 (1962). 

Act creating the Mammoth Spring Municipal Court violated this amendment where 
the differences between the act and the general legislation which regulates the 
creation of municipal courts in Arkansas bore no reasonable relation to the need 
of Mammoth Spring for a municipal court . ‘ Lawson v. City of Mammoth Spring ex 
rel . Smith, 28* 1 Ark. 12, 696 S.W.2d 712 (1985). 

Section 14-42-202, as amended, concerning the election of governing boards of 
certain cities, violates this amendment and is therefore unconstitutional. Owen 
v. Dalton, 296 Ark. 351, 757 S.W.2d 921 (1988). 

--POPULATION. 

Statute providing for road overseers in counties which have or may hereafter 
have a population of not less than 18,300 nor more than 18,350 was violative of 
this amendment. State ex rel. Burrow v. Jolly, 207 Ark. 515, 181 S.W.2d 479 
(1944) . 

Act providing for application to counties of less than 6,000 population by 
the 1950 census is unconstitutional and void in that it violates this amendment. 
Humphrey v. Thompson, 222 Ark. 884, 263 S.W.2d 716 (1954). 
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Act providing salary for deputy sheriff in counties having a population of 
not more than 11,000 and not less than 10,200 according to the 1950 census 
(Searcy County) was a special act in violation of the amendment. Hensley v. 
Holder, 228 Ark. 401, 307 S.W.2d 794 (1957). 

Act purporting to fix the salary of the assessor in Independence County is 
special and invalid in that it purports to create a classification of counties 
with a population between 23,400 and 23,600. Inman v. Kelley, 229 Ark. 149, 313 
S.W.2d 796 (1958) . 

Statute providing for a civil service commission in cities having a 
population of 20,000 or more located in counties with a population of 100,000 or 
more was void as constituting local legislation. Laman v. Harrill, 233 Ark. 967, 
349 S . W . 2d 814 (1961) . 

Amendment which provides a classification for municipal court clerks 
pertaining to eligibility for retirement is special legislation which is 
prohibited since the act amended applies only to counties with populations 
exceeding 150,000, and thus only applies to Pulaski County where the defendant 
was a municipal court clerk, and since the classification would apply only to 
the defendant and qualify her for immediate retirement. Board of Trustees v. 
Beard, 273 Ark. 423, 620 S.W.2d 295 (1981). 

Where an act purported to grant all cities with a city manager form of 
government and population of over 100,000 the power to directly elect their 
mayor, but only one city actually met those qualifications, the act was special 
legislation which was unconstitutional under this amendment. Knoop v. City of 
Little Rock, 277 Ark. 13, 638 S.W.2d 670 (1982). 

An act declaring that run-offs in elections for mayors of cities of the first 
class having mayor/council form of government would only apply to cities having 
a population between 57,000 and 61,000 was unconstitutional. Ferguson v. Brick, 
279 Ark. 288, 652 S.W.2d 1 (1983). 

Act to allow a city of the first class but of limited financial means and 
lacking a local attorney an alternative means of creating a municipal court, its 
population classification applying only to a county of not less than 26,500 nor 
more than 28,000, could apply to only one county and violated the prohibition of 
this amendment. Littleton v. Blanton, 281 Ark. 395, 665 S.W.2d 239 (1984). 

--SALARIES AND FEES. 

Act purporting to relieve county collectors short in their settlement for 
collection in 1931 for taxes assessed in 1930 where action was already pending 
in the circuit court and the collector was insolvent, being intended to apply to 
a single county where such an action was pending, was unconstitutional as 
violative of this amendment. State ex rel . Attorney Gen. v. Lee, 193 Ark. 270, 

99 S.W.2d 835 (1936) . 

Local act with reference to the fees of officers of a particular county was 
void. State to use and benefit of Garland County v. Jones, 193 Ark. 391, 100 
S . W . 2d 249 (1937) . 

Statute providing commission for collection of special improvement district 
taxes at the same rate as allowed for collection of general taxes and fee for 
certifying tracts of delinquent property in said district same as fee for 
certifying tracts delinquent for general taxes, but excluding from its 
application collectors receiving a salary, was violative of this amendment. 
Conway County Bridge Dist . v. Fullerton, 196 Ark. 413, 117 S.W.2d 1065 (1938). 

--SCHOOL DISTRICTS. 

An act which applied only to any portion of a school district completely 
separated from the rest of the district by a reservoir, whose pupils have to 
travel more than twenty miles through another district to reach the school in 
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their own district, and whose pupils were not on January l, 1964 attending 
school in tne district wnere they belong, is an unconstitutional violation of 
this amendment. Thomas v. Foust, 245 Ark. 948, 435 S.W.2d 793 (1969) . 

Act which provided for the annual remission of a portion of the excess 
collector fees to school districts in counties having a population of not less 
than 78,000 and not more than 84,000 effectively applied to only one county 
which fell within that population range, and therefore was unconstitutional. 
Special School Dist. v. Sebastian County, 277 Ark. 326, 641 S.W.2d 702 (1982). 


--TAXATION. 

Act authorizing county court of Pulaski County to apportion annual three mill 
road tax to cities and towns within the county was unconstitutional as special 
legislation. City of Little Rock v. Campbell, 223 Ark. 746, 268 S.W.2d 386 
(1954) . 

Act which relieves domestic corporations doing business entirely without the 
State of Arkansas from the payment of any income tax to the state, when read in 
connection with the General Income Tax Act of 1929, which imposes an income tax 
upon a domestic corporation doing business both within and without the state on 
income derived from sources outside Arkansas, is unconstitutional. Cheney v. 
Stephens, Inc., 231 Ark. 541, 330 S.W.2d 949 (I960). 

--RATIONAL BASIS TEST. 

Since, whether an act is special depends upon whether, by force of an 
inherent limitation, it arbitrarily separates some person, place or thing from 
those upon which but for such separation it would operate, and since a 
determination of the arbitrary nature of an act is precisely the goal of the 
rational basis test, such test is applicable to any analysis under this 
amendment. Streight v. Ragland, 280 Ark. 206, 655 S.W.2d 459 (1963); Littleton 
v. Blanton, 281 Ark. 395, 665 S.W.2d 239 (1984). 

Section 23-110-406, governing redemption of horse racing tickets, does not 
violate this amendment because there is a rational basis for the distinction 
between the shorter 180 day limitation period established under section 
23-110-406 and the longer limitation periods established under other Arkansas 
statutes. Mahunn v. Oaklawn Jockey Club, 299 Ark. 13, 771 S.W.2d 19 (1989). 


--VALID. 

Statute allowing incorporated towns, irrespective of size and population, to 
become cities of the second class by passing an ordinance to submit such 
question to the citizens was not contrary to this amendment. Gross v. Homard, 

201 Ark. 391, 144 S.W.2d 705 (1940). 

Act appropriating expense money for certain officials for use in public 
relations work was not invalid as special legislation because it omitted the 
Governor from the executive department officials covered. Berry v. Gordon, 237 
Ark. 547, 376 S.W.2d 279 (1964). 

Act which applies to all cities of a certain classification is not invalid as 
local or special legislation as it is prospective in nature, since it includes 
any other city in the future that comes within the classification. Whittaker v. 
Carter, 238 Ark. 1074, 386 S.W.2d 498 (1965). 

Statute which is a reasonable classification and relates to administration of 
justice does not violate this amendment. Smalley v. City of Fort Smith, 239 Ark. 
39, 386 S .W. 2d 944 (1965) . 

The emergency clause to an act did not violate this prohibition against 
special and local acts despite its specific reference to Garland County. Spa 
Kennel Club, Inc. v. Dunaway, 241 Ark. 51, 406 S.W.2d 128 (1966). 

Act barring actions against those furnishing design or construction for 
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improvements to real property for injury or death from faulty design or 
construction of such improvements after four years is not a special law in 
violation of this amendment because limited to those furnishing design or 
construction for such improvements. Carter v. Hartenstein, 248 Ark. 1172, 455 
S . W . 2d 918 (1970), appeal dismissed, 401 U.S. 901, 91 S. Ct . 868, 27 L. Ed. 2d 

800 (1971) . 

A Sunday closing law which exempts cities or towns adjacent to towns or 
cities in adjoining states which permit Sunday sales of items whose Sunday sale 
is prohibited under such act is not local legislation in violation of this 
amendment, as such classification bears a reasonable relationship to the purpose 
of the act. Lockwood v. State, 249 Ark. 941, 462 S.W.2d 465 (1971). 

--POPULATION. 

Act providing for formation of suburban improvement districts in counties 
which have or may thereafter have cities of 5,000 population was a general and 
not a special act. Murphy v. Cook, 202 Ark. 1069, 155 S.W.2d 330 (1941). 

Act providing that in cities of the first class which have the mayor-council 
form of government, and which now or hereafter have a population of more than 
50,000, the city officials shall be elected for four-year terms, with elections 
to be held in the even-numbered years, does not violate this amendment. Lovell 
v. Democratic Central Comm., 230 Ark. 811, 327 S.W.2d 387 (1959). 

--SALARIES AND FEES. 

Statute fixing compensation of county judges who were ex officio road 
commissioners providing that in three counties the compensation fixed as salary 
shall also cover the expenses of the office whereas in the other counties the 
several quorum courts may make appropriation for such expenses was not a local 
or special act in violation of this amendment. Lawhorn v. Johnson, 196 Ark. 991, 
120 S . W . 2d 720 (1938) . 

Acts fixing the salary of the treasurer, sheriff, county clerk, and county 
judge were held to be general and not to offend against this amendment. Inman v. 
Kelley, 229 Ark. 149, 313 S.W.2d 796 (1958). 

Act fixing the salaries of the tax collectors in each of 16 counties in the 
state where that office is separated from the sheriff's office is not a special 
or local law violating the constitution because it does not apply to all 
counties in the state but is general, as a classification contained therein is 
not an arbitrary but a reasonable one. Inman v. Kelley, 229 Ark. 149, 313 S.W.2d 
796 (1958) . 

Act fixing the assessor's salary was valid in that it not only included all 
the counties in the state but it also set forth classifications based on 
population which appeared to be reasonable and certainly not arbitrary in fixing 
the salaries. Inman v. Kelley, 229 Ark. 149, 313 S.W.2d 796 (1958). 

--SCHOOL DISTRICTS. 

Act which was prospective in nature, where eight or nine school districts in 
the state fell within its ambit and where the classifications of the act bore a 
reasonable relationship to the purposes of the act to reduce the transportation 
costs and the extensive and dangerous travel by school children, was not local 
in application and did not violate this amendment. Heber Springs School Dist. v. 
West Side School Dist., 269 Ark. 148, 599 S.W.2d 371 (1980). 

Act is not unconstitutional as local or special legislation since the 
classification bears a reasonable relationship to the purpose of the act to 
insure a broad-based representation on school boards in school districts with a 
large daily attendance.. Phillips v. Giddings, 278 Ark. 368, 646 S.W.2d 1 (1983). 
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- -TAXATION. 

An ad vaj.oxtrni tax ib on property tnat may ce round m tne state. It is 
immaterial that the property may not be moved on any regular route or schedule. 
There is nothing m the Constitution of the United States or its laws which 
prevents a state from taxing personal property employed in interstate or foreign 
commerce like other personal property within its jurisdiction. Arco Auto 
Carriers, Inc. v. State, 232 Ark. 779, 341 S.W. 2d 15 (1960), appeal dismissed, 
cert , denied, 365 U.S. 770, 81 S. Ct . 912, 6 L. Ed. 2d 189 (1961). 

Tax legislation exempting retirement income of government employees is not 
special legislation for it is not arbitrary; the tax exemption acts are not 
special acts as that term has been defined since it is not enough that the state 
has separated some class from the operation of a law, but the separation must be 
arbitrary. Streight v. Ragland, 280 Ark. 206, 655 S.W. 2d 459 (1983). 

The exclusions outlined in § 26-74-319 prevent duplicate taxation in those 
counties that have imposed both the sales and use tax envisioned by prior 
legislation, and such an exclusion is neither arbitrary nor unreasonable. City 
of Little Rock v. Waters, 303 Ark. 363, 797 S.K.2d 426 (1990). 

INITIATIVE AND REFERENDUM . 

Act fixing salaries of county officers can be initiated and adopted by county 
electors under Initiative and Referendum Amendment and it would not be m 
conflict with the general law. Tindall v. Searan, 192 Ark. 173, 90 $.W.2d 476 
(1936) . 

REPEAL. 

Act which repealed special acts requiring railroad company to erect and 
maintain a viaduct over certain tracks in City of Texarkana was not 
unconstitutional as violative of this amendment. Greer v. City of Texarkana, 201 
Ark. 1041, 147 S . W . 2 C 1004 (1941 . 

Act amending statute fixing salaries of county judges was held not to repeal 
initiated act of a cert^n county by which judge's salary was fixed at a lower 
figure. Warfield v. Chotard, -02 Ark. 837, 153 S.W.2d 16e 1941'. 

The repeal of only part of a local or special act is permissible. Groggin v. 
Ratchford, 217 Ark. 18., 229 S.W. 2d 130 (1950 . 

SCHOOL FINANCE ACT. 

The School Finance Act of 1984, as amended, is general legislation and not 
special or local legislation because it bears a reasonable relationship to the 
purpose of the law. Fayetteville Sch. Dist . No. 1 v State Bd of Educ . , 313 
Ark. 1, 852 S.W. 2d 122 (1993' 

CITED: Terry v. Thcrntor., 20“ Ark 1019. 183 S.W. 2c 787 (1944), Meador v. 

Warrington, 228 Ark. 297, 30” S K.:d 75 (1957', Henry v Tarpley, 230 Ark. 722. 

324 S . W . 2d 503 (1959). Hackler v. Baker, 233 Ark 690, 346 S.w.2d 677 (1961); 

Vance v. Johnson, 236 Ark. 1009, 386 S.K.2d 240 (1965 ; Federal Express Corp. v. 
Skelton, 265 Ark. 187, 57E S.W. 2d 1 (1979 . Gay v. Rabon, 280 Ark. 5. 652 S.W.2d 
836 (1983); Taylor v. Patterson, 283 Ark. II, 6”0 S . K . 2d 444 (1984); Pope County 

v. Streett, 284 Ark. 416, 662 S.w. 2d 749 (1985); Magruder v. Arkansas Game £< 

Fish Comm' n, 293 Ark. 39, 732 S.W. 2d 849 (1987) UHS of Ark., Inc. v. City of 
Sherwood, 296 Ark 9 n . ”52 S.w. 2d 36 (1986', State ex rel . Robinson v. Craighead 

County Bd. of Election Comm'rs. 300 Ark. 405. 7 io s . W . 2d 169 (1989); Paragould 
Cablevision, Inc. v City of Paragould, 305 Ark. 476, 809 S.W. 2d 688 (1991). 


NOTES APPLICABLE TO ENTIRE TITLE 
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PUBLISHER'S NOTES. Amendments to the Constitution have been inconsistently 
numbered botii as proposeo ana as compileo in previous digests and compilations. 
This volume uses the numbers assigned by the Secretary of State in 1932 and used 
in Pope's Digest of 1937, which omitted certain prior amendments which were 
deemed superseded by later amendments. 
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Deposit Guaranty National Bank. Defendants-Appellants 

No. 85-4722 
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809 F.2d 266; 1987 U.S. App. LEXIS 1939 


February 9, 1987 
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the Southern Distnct of Mississippi. 

COUNSEL: (For Controller Of The Currency). Dan M. 
McDaniel, Jr., AUSA, Anthony J. Steinmeyer. Appellate 
Staff. John F. Daly, (For Deposit Guaranty Bank), 
Lawrence J. Franck, Luther T. Munford, for Appellants. 

(For Dept. Of Banking et al). Stephen J. Kirchmayr. 
Jr., Robert M. Arentson. Jr.. Hubbard T. Saunders. 
Champ Temey, (For Merchants Bank), G.E. Estes. Jr., 
(For Hancock Bank, Et AL), John M. Harral, Knox 
While. (For Gulf Natl. Bk.), W. Joel Blass, for 
Appellees. 

JUDGES: Politz. Randall, and Jolly. Circuit Judges 
OPINIONBY: POLITZ 

OPINION: [*267] POLITZ. Circuit Judge 

This appeal by the Comptroller of the Currency of 
the United States and Deposit Guaranty National Bank 
of Jackson. Mississippi, from a judgment enjoining the 
Comptroller and Deposit Guaranty from establishing a 
branch office in Gulfport. Mississippi, poses a sole ques- 
tion: did the Comptroller err in his interpretation of the 
term "State bank" as found in 12 U.S.C. § J6(h). when 
he granted approval of Deposit Guaranty's application 
to establish the branch? The district court concluded 
that the Compi roller had erred. 617 F. Supp. 566. Wc 
disagree and reverse. 

Background 

In September [**2] 1984 Deposit Guaranty, a na- 

tional banking corporation chartered under the laws of 
the United States with its principal office in Jackson. 
Mississippi, applied to the Comptroller for permission 
to open a branch bank in Gulfpon. Mississippi. Gulfport 


is more than 100 miles distant from Jackson. During the 
public comment period following the publication of no- 
tice of Deposit Guaranty's application, the Department 
(*268] of Banking and Consumer Finance of the Sure 
of Mississippi and several state-chartered commercial 
banks with offices in or near Gulfport protested. On 
July 9, 1985, the Comptroller rejected the protests and 
granted the requested approval. The Department of 
Banking promptly filed the instant action, seeking to 
enjoin the opening of the Gulfpon branch. Several state 
commercial banks were allowed to intervene. After re- 
viewing the record developed before the Comptroller, 
the district coun granted the injunctive relief. Both the 
Comptroller and Deposit Guaranty timely appealed. 

Like most stales, the Stale of Mississippi has his- 
torically recognized and chartered two kinds of finan- 
cial institutions, commercial banks and savings associ- 
ations. The commercial banks are chanered [**3] un- 
der Miss. Code Ann. § 81-3-3 and are regulated by 
the Depanment of Banking. The savings associations 
are chanered under Miss. Code Ann. §§ 81-12-25 to 
81-12-43 and are under the authority of the Mississippi 
Depanment of Savings Associations. Miss. Code Ann. 
§81-12-11. Originally the financial activities of the two 
institutions differed. In recent years, however, because 
of changes in state and federal law. the savings asso- 
ciations have become highly competitive with the state 
banks and other financial institutions, including national 
banks. 

The traditional powers and functions of a bank, con- 
stituting the business of banking, are enumerated in the 
National Bank Act. 12 U.S.C. § 24 (seventh): 

(1) the discounting and negotiating of promissory notes, 
drafts, bills of exchange, and other evidence of debt; 

(2) the receiving of deposits; 

(3) the buying and selling of exchange, coin and bullion; 

(4) the loaning of money on personal security-; and 
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(5) the issuing and circulating of notes under the National 
Bank Act. 


As is noted by the Comptroller and generally acknowl- 
edged, items (3) and (5) are of little relevance. Hence, 
the banking business, reduced to essentials, involves 
[•*4] receiving deposits, making commercial loans, and 
negoiiating checks and drafts. 

Starting in 1980, Mississippi's statutes and regula- 
tions dramatically changed, conferring traditional bank- 
ing powers upon Mississippi savings associations which 
are now authorized to: offer negotiable order of with- 
drawal (NOW) accounts and interest-bearing checking 
accounts, Miss. Code Ann. §§ 81-12-149, 81-12-151; 
receive and pay interest on savings deposits and other 
accounts, Miss. Code Ann. § 81-12-49(d); lend and in- 
vest funds. Miss. Code Ann. § 81-12-49(p), 81-12-155, 
81-12-159; service loans and investments. Miss. Code 
Ann. § 81-12-49(n); and sell money orders and trav- 
elers’ checks, Miss. Code Ann. § 81-12-49 (1). Under 
what is sometimes referred to as the "wild card" statute, 
Miss. Code Ann. § 81-12-49(r), Mississippi savings as- 
sociations may engage in any activity permitted a feder- 
ally chartered savings and loan association in that state. 
And, of some significance, savings associations may 
now use the appellation "savings bank,” contrary to the 
former law reserving the title "bank" for commercial 
banking institutions. Miss. Code Ann. § 81-3-3; Miss. 
Savings Rule 16. 1 

Consistent with the previous sharp [**5] separation of 
functions, banks and savings associations were accorded 
different treatment. One difference central to the case 
at bar involves branch units. A savings association may 
open branches throughout the state. Miss. Code Ann. 
§ 81-12-175, whereas the state commercial banks, since 
the 1986 amendments, are allowed to open branches only 
in the county in which the bank's principal office is lo- 
cated, or within a 100-mile radius. Miss. Code Ann. § 
81-7-7. 

The Comptroller is responsible for the supervision 
of 5,000 national banks chartered under federal law. 
Congress has empowered the Comptroller to make 
definitive judgments on the application of national banks 
for permission to relocate or to open branches, 12 U.S. C. 
§§ 30. 36. The federal branching provision, commonly 
referred to [* 269 ] as the McFadden Act, permits a na- 
tional bank to open branches anywhere that a state bank 
may. The National Bank Act. 12 U.S.C. $ 36. provides 
in pertinent part: 

(c) A national banking association may with the ap- 


proval of the Comptroller of the Currency, establish and 
operate new branches ... at any point within the State 
in which said association is situated, if such establish- 
ment and operation are at the [**6] time authorized to 
State banks by the statute law of the State in question 
by language specifically granting such authority affir- 
matively and not merely by implication or recognition, 
and subject to the restrictions as to location imposed by 
the law of the State on State banks. 

(h) The words "State bank," "State banks," "bank," or 
"banks," as used in this section, shall be held to include 
trust companies, savings banks, or other such corpora- 
tions or institutions carrying on the banking business 
under the authority of State laws. 

In his consideration of the application of Deposit 
Guaranty for permission to open a Gulfport branch, the 
Comptroller received in evidence a study of the bank- 
ing industry in Mississippi reflecting that savings as- 
sociations offered traditional banking services such as, 
inter alia, interest-bearing checking accounts, commer- 
cial checking accounts, consumer loans, business and 
construction loans, savings deposits, and related inci- 
dental services. After considering the evidence pre- 
sented, applicable federal and state statutes and regu- 
lations, and the relevant jurisprudence, the Comptroller 
determined that savings associations in Mississippi were 
engaged in [**7] the business of banking and were "State 
banks” within the meaning of 12 U.S.C. § 36(h). The 
Comptroller accordingly concluded that "national banks 
in Mississippi may, thus, branch to the same extent as 
Mississippi savings associations, i.e., statewide." We 
are charged to uphold the Comptroller’s determination 
if we find it to be a "permissible construction" of the 
National Bank Act. See Chevron v. Natural Resources 
Defense Council. 467 U.S. 837 . 843 . 104 S. Ct. 2778. 
2781, 81 L. Ed. 2d 694 (1984); Texas v. United States. 
756 F.2d 419 (5th Cir.), cert, denied, 474 U.S. 843. 106 
S. Ct. 129, 88 L. Ed. 2d 106 (1985). In reaching his 
conclusion the Comptroller applied a federal definition 
of banking, eschewed state-applied labels, and looked 
primarily to the function of the institutions. 

Analysis 

The threshold issue we confront is whether the 
Comptroller, in his interpretation and application of a 
federal statute, in this case 12 U.S.C. § 36(h), should 
look to state or federal law to define the statute’s terms. 
We conclude and hold that in his interpretation of 12 
U.S.C. § 36(c) and (h) the Comptroller may seek the 
guidance of helpful state law, but is bound [**8] to fol- 
low federal law in defining terms contained in the federal 
statute. This includes, of course, the terms "State bank" 
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and "banking business.” 

The Supreme Court's reasoning in First National Bank 
of Logan v. Walker Bank and Trust Co., 385 U.S. 252. 
87 S. Ct. 492. 17L. Ed. 2d 343 (1966), illuminates our 
path The Court there held that national banks in Utah 
were constrained to establish branches in the same man- 
ner as state banks in that state. The Court opined that 
"it appears clear from ... the legislative history of § 
36(c)(1) and (2) that Congress intended to place national 
and state banks on a basis of 'competitive equality' inso- 
far as branch banking was concerned." 385 U.S. at 261, 
87 S. Ct. at 497. It was this concern for competitive 
equality that drove the Court's decision in First National 
Bank in Plant City v. Dickinson, 396 U.S. 122, 90S. Ct. 
337. 24 L. Ed. 2d 312 (1969), wherein it held that the 
definition of "branch" in 12 U.S C. § 36 was a matter 
of federal law. 

In Plant City, the Court emphasized the importance 
of employing a federal definition to ensure that national 
banks would be [*270] able to perform the same branch- 
ing functions as neighboring state banks. [**9] The 
Court relied on the legislative history of the McFadden 
Act, codified as 12 U.S.C. § 36. reasoning that to allow 
the states to regulate banking functions "would make 
them the sole judges of their own powers. Congress did 
not intend such an improbable result. . . .* 396 U.S. 
at 133-34. 90S. Ct. at 343 The court cited legislative 
history' demonstrating that Congress was concerned that 
"neither system have advantages over the other in the 
use of branch baiiKtng" and that national banks would 
be protected "from the unrestricted branch bank compe- 
tition of state banks." Id at 131. 90 S Ct at 342. 
nl 

nl In other areas traditionally regulated by state 
law, the Supreme Court has applied federal defini- 
tions to federal statutory terms even when the federal 
statute contains references to state law provisions 
See Chase Manhattan Bank v. Cm Finance Admin.. 
440 U.S. 447, 99 S Ct. 1201. 59 L. Ed 2d 445 
(1979) (definition of ’ tax" under federal statute go\ - 
emtng state taxation is a question of federal law); 
SEC v. Variable Annum Life Insurance Co.. 359 
U.S. 65. 79 S Ct 618. 3 L. Ed. 2d 6 40 (1959) 
(definitions of "insurance" and "annuities" for pur- 
poses of federal regulation are questions of federal 
law even if such definitions work to displace or hin- 
der state regulation). 

[•• 10 ] 

The principle of competitive equality guided the 
Comptroller's analysis and informed his decision m the 


present case. He observed that "the concept of competi- 
tive equality requires a federal definition of State bank' 
to prevent states from disadvantaging national banks vis- 
a-vis state-chartered institutions by merely denominating 
these institutions 'banks’ and treating them somewhat 
differently from state commercial banks, though not so 
differently as to prevent these institutions from compet- 
ing with national banks." 

We conclude that the Comptroller's use of federal law 
and the competitive equality standard was legally cor- 
rect. By doing so the Comptroller was faithful to the 
congressional mandate and demonstrated considerable 
expertise in balancing national and state interests in this 
constantly evolving area. 

Function versus Title 

Having concluded that the federal definition of bank- 
ing business controls the meaning of that term in § 36(h), 
we must now determine whether the Comptroller cor- 
rectly placed the Mississippi savings associations within 
that subsection The Comptroller looked to function and 
found as a fact that the savings associations were engaged 
in the banking [**11] business. The district court did 
not address those factual findings. 

We agree with the Comptroller that the language 
of § 36(h) expressly requires a consideration of func- 
tion. The statute directs that the term "State bank," 
as used therein, "shall be held to include . . . cor- 
porations or institutions carry ing on the banking busi- 
ness under the authority of state laws." We hold that 
the Comptroller was statutorily mandated to determine 
whether the Mississippi savings associations, some of 
which publicly refer to themselves as "savings banks." 
were actually "carrying on the banking business." This 
task could only be accomplished by a targeted functional 
analysis The very’ recent Supreme Court decision in 
Clorke v. Securities Industry Association, 479 U.S. 388, 
107 S. Ct. 750. 93 L. Ed '. 2d 757. 55 U.S.L.W 4111 
(19S7). implicitly supports the Comptroller's use of this 
functional analysis methodology. n2 

n2 Our colleagues in the District of Columbia 
Circuit used this approach in defining "branch" 
in Independent Bankers Association of America v. 
Smith. 175 U.S. App. D C 184, 534 F.2d 921 
(D.C. Cir.). ccrt. denied. 429 U.S. 862, 97 S. Ct. 
166. 50 L. Ed 2d 141 (1976). There, the court 
determined that all bank offices, state or national, 
that perform any one of three branch banking ser- 
vices. arc "branches" for purposes of the National 
Bank Act. regardless of the offices' actual labels. 
Thus, for example, automatic teller machines con- 
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stitute "branches" for purposes of the Act. 

1 ** 12 ) 

As noted above. Congress has defined the business of 
banking, stripped to its essentials, as accepting deposits, 
paying checks, and making loans. As observed by the 
Comptroller, these three primary functions 1*271] are 
listed in the National Bank Act's definition of branch in 
12 U.S.C. § 36(f). n3 

n3 The Supreme Court has defined "banking busi- 
ness" similarly in antitrust cases. In United States 
v. Philadelphia National Bank, 374 U.S. 321, 83 S. 
Cl. 1715, 10 L. Ed. 2d 91 5 (1963), the Court stated 
that of the various banking services and products, 

the creation of additional money and credit, the man- 
agement of the checking account system, and the fur- 
nishing of short-term business loans would appear to 
be the most important. 


374 U.S. at 326-27, 83 S. Ct. at 1721. The Court 
has repeated this delineation of banking functions in 
subsequent antitrust cases, see, e.g., United States 
v. Phillipsburg National Bank, 399 U.S. 350, 90 S. 
Ct. 2035, 26 L. Ed. 2d 658 (1970); United States v. 
First National Bank, 376 U.S. 665, 84 S. Ct. 1033, 
12L. Ed. 2d 1 (1964). 

As a reviewing court, we must accept the 
Comptroller's factual findings unless we find that they 
are arbitrary or capricious. 5 U.S.C. f m *13J § 706. Our 
determination must be made on the basis of the admin- 
istrative record. Camp v. Puts, 411 U.S. 138. 93 S. Ct. 
1241, 36 L. Ed. 2d 106 (1973). 

The Comptroller’s factual determination that the sav- 
ings associations are engaged in the banking business 
is amply supported by the record. These associations, 
consistent with state law', accept deposits, pay interest on 
accounts, offer checking accounts, act in a fiduciary ca- 
pacity, make personal loans, sell money orders and trav- 


elers’ checks, service loans, manage investments, honor 
withdrawals from savings accounts, and purchase, sell, 
lease, and mortgage both personal and real properties. 
This factual finding by the Comptroller is neither arbi- 
trary nor capricious. It is patently correct. 

In reaching our conclusion we are not unmindful of 
the Gam-St. Germain Act, adopted in 1982, 72 U.S.C. 
§ 1461 et seq., expanding the regulatory scheme for sav- 
ings and loan associations. That regulatory scheme, in- 
tended to ensure that savings and loan institutions main- 
tain their status "as the nation's primary home lender," 
S.Rep. No. 641, 97th Cong.2d Sess. 88, reprinted in 
1982 U.S. Code Cong. & Ad. News 3054, 3131, dif- 
fers from the 1**14] regulation of the traditional bank. 
The principal difference involves the limits placed on the 
commercial and consumer loans and investments of the 
savings institutions, designed to protect their capacity to 
make needed home loans. That legislation neither pro- 
scribes the functional analysis made by the Comptroller 
nor militates against his interpretation of 12 U.S.C. § 36 
(h). 

The Comptroller did not incorrectly interpret the con- 
trolling statutory provisions. His interpretation was 
more than a mere "permissible construction," all that 
is required in order to secure this court's deference. See 
Chevron v. Natural Resources Defense Council; United 
States v. Riverside Bayvie*’ Homes, Inc., 474 U.S. 121, 
106 S. Ct. 455, 88 L. Ed. 2d 419 (1985): and Texas 
v. United States. We find the Comptroller’s interpreta- 
tion to be amply supported by the express "language em- 
ployed by Congress, " giving the words it chose their "or- 
dinary meaning." American Tobacco Co. v. Patterson, 
456 U.S. 63, 68. 102 S. Ct. 1534, 1537, 71 L. Ed. 2d 
748 (1982). 

The district court erred in enjoining the Comptroller 
and Deposit Guaranty. The injunction imposed is va- 
cated and the judgment is reversed. The Comptroller 
[**15] is entitled to judgment as a matter of law. The 
matter is returned to the district court for entry of an 
appropriaie judgment. 

REVERSED. 
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69 

regard to calling the special session"? 

A Well, I don’t know that we ever had any 
written conditions, you know. I think he certainly 
verbalized that to us along those terms that I’ve 
just enumerated that would certainly give us reason 
to where we had to be with the votes and the 
support. 

Q Was it your impression that as of the 
beginning of the summer of 1988 in the June time 
period, you had demonstrated the type of support for 
this legislation that the Governor had requested as a 
necessary condition to calling the special session? 

A It’s my opinion that we had, yes, sir. 

Q Okay. And the bank commissioner supported 
your proposal for a special session? 

A Yes, sir, he did. 

Q What about Sam Bratton, did he seem to be 
supportive of your desire for a special session? 

A It’s my impression as time moved along that 
Sam Bratton did become more supportive of the special 
session. 

Q What about Betsy Wright? 

70 

A It’s my impression that she was not as 
supportive of the Governor calling a special 
session. 

Q Why do you think Betsy Wright was not 
supportive? 

A I think she was concerned from the 
viewpoint of the possibility that the Governor would 
call a special session, the bankers would get into a 
squabble or some would try to amend the legislation 
and they’d be down there for an extended period of 
time. 

And honestly in our statement, the public 
does not respond well to those kinds of things. 

They’re not very responsive to the special sessions, 
and they’re certainly not responsive to legislation 
or staying there for an extended period of time. So 
I would base — my knowledge of the situation was 
that it would have been a concern of hers. 

Q And what about the Governor, he remained 
hesitant, I take it? 

A The think the Governor remained hesitant 
until close to the time that he called the session 
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T0: ftp/ prnor 

FRO! I : B e t s e v 

R £ : In terse 


) . 1 1 n i ,i r v 13, 1988 


Interst £ : e Banking Bill 



( 'i Immediate apzion 
( ) Dyifr veplv for Governor 

Renlv yOr act in 1 week 

i / 

Prepare report 
( ) Sor ponnent 


( ) 
( ) 


Both Tetrv iRenaud and Charlotte 
would include interstate bankin. 


/ 


I 


la v railed me toe ay to 'askJ whether you 
in the call. I told then} that I knew 
it was on the list of things you had been asked to consider. 1 told 
both that'ny personal opinion *ns tnat it was an i s s,ae jo/re 
appropriate for a regular session than a special session but that 1 
did not know w\*at your thinking about it was. ^ 

would be able to a'ttach amendments on a b r c~h banking Tssue recently 


undercove r e jj^, i n a court decision, 
were on Uhe call, that all banking 
probably be geroaine. 


I told him that if any banking bill 
legislation or amendments would 
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approves the applications, the bank Cor“issi>mer jr some other party 
\ could seek to enjoin the Comptroller. ,'ertainly such action could 
\je filed; however, once those applications are approved, 1 don't 
bel^/ve there is much, likelihood that a subsequent change in state 
law would result in the cancellation or recision of the charters. 


I do agree, with Renaud that most of Lhe provisions 1 


ill, including interstate, will pass in January; however, by that 
point mltrastate branch banking, under the Mississippi exception, 
may well! be in place. 



proposed 


Renaud day well be right that S i» I . proponents would try and get state 
deposits into the debate; however, given the state of the SiL 
industry in Arkansas, 1 believe the S&L proponents have less chance 
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»ere rrar.csc ar.d wur.cu: ran. _ n r 772 as ■ tarty. In fee:, -e * e r e 
net avert <cr cupr.t into me case liter we ran 93 re to :r.e 

exye.tse c: actually open mg our tranc’. at 400 Cac/ito'i. Avenue, 

wr. icr. 1 s t\e fina ncial center uca — — .re 1 :'rpo^ 1 : an\ a, rea 0: 

:ne scats. -u a cn L y at :r.:s point tr.at first Comnerc 1'a . tr.et 

to close' c.r Capitol Avenue 3 r anc.n w it 1 1 a : r.e lawsuit -a* "g '-~ c 
tec 1 ted . j 7 hey failed. \ 


S 1 mu 1 1 a n e 0 u — 3-rm — ; n is 1 - 1 .cat ten . me oanx.no community -as 

ta.cr.c 5 tats to develop a comp r er.er.s 1 ve state sol it it' to 
iiscar 1 1 lies in tne cranchmc autre: . ty c: b a n < s and sav.ncs and 


loans. j Initially, drafts cf -r.e C;rnm.u e 3 * - ■ . 1.,- - 3 

t.rtula: ed were consistent ..it:. 7C3’s orarcn.ro 1 r. . 1 1 a: ives 

made possTtle oy Act 53? cf L?3~. ^ meeting -as raid ov tne 
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OFFICE OF THE GOVERNOR 



Be ’en 
poss lb 
d i scuss 


allpd this “turning to inquir-r 
lit&es cor a special session, 
iionp primarily wim First 


r , %? ij.'s . .r respondent 

that an\ ovirwne lmi ng r.ajjnty :f t:.e a. “.its ut . the saat«j 
express Ing \support : jC the propose : le .si jt ion Mit tha£ many of 
them are\ M pVymg lip service" to agree . ij and e >r.t i riue/to h ripe 
about vaniods specific provisions of t: r oil! jn: tna/ most of them 

atp nor r &a 1 V/ worki ng that hard on y)y.- - : ax . _*ie_ also said 

it was h l s\ impress ion rh^r ZC3. — . » "r o ->fl ~saj .i ler" . 

I also receiVed^ call from Charlotte ‘‘ay >j>^rfCe Arkansas 
Association o\,Ba^* Hold in j Companies -no ffaid ^ telearhone 

survey of the Holding Companies memoersnip at the end of last week 
indicated that 72% of that group favored the Dill, 18% were opposed 
to it and 10% were neutral. On the question of whether the special 
session should be held to consider the issue, 5~*4 — fa ir a se ssion 

^i'^p ^‘1 AiTnrrl i oq co-Thailnr re, — ru u nh Jy hal f the 

banks in the state are members of the Bank folding Company 
Association and, while she declined to be pinned down as to a 
specific number of banks that were contacted, she said that only two 
or three of the Association's membership did not respond to the 
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4/19/ 

C 8 ' ~ ' . 

. > ,. 
-.<** f 

TO: 

Cpv x J r • ; 

/ *• 

FROM: 

Betsey ' ' u 

/ 

RE: 

/Terry Renaud ;■ 


'.(f 


I had lun^rh with Terry Renaud and Margaret Davenp 
actual ly /would not have agreed to an appointment 
\ bank special session and would have insisted on t 
Q \y /san> j, except that Margaret has been very standoffisy^ 
heri owW attempt to be appointed bank commissioner. 
nJ if perry Renaud asked her to set up lunch with me, 

it forj her. 


K 


ha 


Iking to 
me since 
kinew that 
3 to do 


V' 


Well, I wish I understood all th 
fee&le \way to set them forth. 

1. T^rry says there is no way tc declare this 
Most df the elements of the omnious bill will pa 
session regardless of the state-charted S&L iss 


issues, but I wiill try in 


tatef" emergency, 
in/the January 


2. TheXide^ that this has to happen befor^tomptroll^r of the 
Currency Xgrahts any of the pending appLitfat ions flies the face 

of the speed w^th which that office op4ra_to*^ Terry~says that 

even if something greased them through before January without the 
usual federal delays and extensions, Bill Ford could file in court 
the very next day asking to enjoin the Comptroller just like they 
did in Mississippi. That for sure would delay til the regular 
session he said. 


yf\ 






3. Even if everybody gets here to a special session saying they 

are for the bill, there will be lots of amendments and he says it 
will be a major fracas and predicts only one tiny portion will 
survive. EVEN I QUESTION WHETHER THE BANKERS C^rl GET A FIRM 
COMMITTMENT FROM THE MEMBERS OF THE RELEVANT COMMITTEES TO SUPPORT 
THEIfc^BILL ONLY WITHY NO AMENDMENTS. \\ 

4. Terpy says that if he we re in an S&L. he wo uld move in with 
resentment— ttra't - bankers were utilizing one of their provisions to 
bargain their own deal. One way or the other S&L's will inject 
getting state deposits into the battle, increasing theXfray. 

5. perpy—says -thcrr~the important goal is the preserve the dual 
banki|ncf system, and that it would be an emergency if applications 
were igrantedf and all state bur.ks started moving to federal 
charters. The Arkansas Bank Department would then face an 
emergency situation cause they wouldn't have funding. And the 
dual banking system would be threatened. Terry says that the 
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solution here is to give identical powers of the Comptroller to 
our Bank Commissioner, no t this le gislation. 


6. He, and he sa-ys other like-minded ban^e^s, are unwilling to 
be overt in opposition to this bill; he loesrKb oppose it. He 
says there i ^ no emergency and it will be a dohhybrook, no matter 
how many legislators say they are for the bill. 

7. He s/ys that most banks in this stat^O^d not participate in 

the "vote" / 


Hef is fearful that a donnybrook in a vis ible ''spec i A l session 
will ^eriously impair what he believes the big crisis tp banks to 
be: /joing/ to the people to change the usury rate. 


A nave IH-M_ UUMC LIUS JUSUl-e, L MlOW I dm louunij 

for jiny /way wUt of a special session on this; I also know that 
the palljs I am getting from legislators reflect no understanding 
on their! part of the "emergency" involved or vnat ameijidmf nts , etc. 
might^ be attempted. 
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FROM: 

/.Jill tfowen 


DATS: 

1 Jul'/ld, UP, 7 


RF : 

Pot 

fulace ccu.nty !>ianchiiv; 

1 - ’ ' 

As you 

i 

\J 

i w , \n:s will rrovs ies • • 


in ?u 1 

ask i 

\ County . r. i v . The Frs . 

. . r : : *> 



S t reet , \la v 


is jnconstiLuu-.nj'. a- 
Cave City Banker, ^resi .icri s 
Assoc i at r^>n ^convenes his hoar.! .veiinc. 
unanimously acreeo that this >r.ja n i ;ia : 
in Arkansas^ wd\j lc as* Marlin Jjcks ;n • 
Attorney OenVra\ on constitutionality 
cons t i tut lonaVly ''suspect , to witnh.*:o 
because to do s\wouhl :;e an unsafe jr, 


',39 ni I y 8 7 


jncnmd t>'J bank s 
; : very us/ in 
.■K-j 1 Legislation./ James 
the I ndepende'nt Bankers 
a.-, June ",/■ and it vas . 
in i: 1 ;ommun l 6^ banks 

request, in op l n l orN,of the 
no, ir it «/ ere — ' 

pprovement Sf branches 
unsouno banking practice. 


They communicates this to Jackson at o : i 5 Wednesday. he has it 
under advisement. 


For your information, Steve Clark told ina or indicated to Senator 
Ben Allen that he viewed the Act js constitutionally suspect. 


Please discuss this with me at your earliest convenience 371-7010. 


72203 
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FIRST COMMERCIAL BANK , . 



Goj/ernoc/ Bill Clinton 
Stite c/pitol 
Liule Rock, AR 72201 


RC: 


Arkansas Bankers Branching/ Interstate Banking Legisla 
fir Presentation to the Special Session 


Live Initiative 


governor : 

incite me to remove from the captioned ABA package,/ they so-called 
office protection" feature. It prohibits branching Vithin 300 linear 
e principal office of an existing bank. This feature is in the 
l\w and has been since 1973. 


sting 


featu re 


Your in^itafron presupposes that I have the ri^pArto remove ^us 
and that l\la\ks the support of bankers an^iegislators . To support the 
latter point\ydu advise that some 15 banke r s an d -le g isl a tors have told y° u 
they don't like it. This information apparently came to your attention in 
the July 5 morning meeting with Bank Commissioner Ford, Former 
Commissioner Jackson, ABA Past President Hartsfield. Senator Beebe and 
Representative Wilson. This minority view you cite is not surprising. It 
contrasts with endorsement by 80% of bank CEO's attending a statewide 
meeting in March and with an ABA legislative head count of 65% support 
for the bill as a package. 

My response to your invitation was to ask you to sleep on it; you invited 
merto find support for inclusion of the home office prdt^ction feature. 


T 

Ra 


leadership of the ABA is as follows. 


he 


I have consu\t\d them all except 


President: Sloan Rainwater (hospitalized with heart surgery) 

President-Elect: Sonny Henson, Fort Smith \ 

Treasurer: Al Rusher, Brinkley \ 

C roup Chairmen: C. L. Lieblonq, Paraqould; Larry Nelson . 
s' Mountain Home; Rick Parsons, Springdale; 

j Bob Burns. Magnolia; Curtis Hutchins, Fordyce 

Leaders, m addition to these, with whom I have visited include 
WaWer Turnbow, Springdale; W. E. Ayres. Simmons, Pine Bluff; 

Bob Gantt, First National, Magnolia: and Cecil Culp, Jr., and Ray Cash, 
Arkansas Bank and Trust, Hot Springs. 


CAPITOL AND BROADWAY LITTLE ROCK. ARKANSAS 72201 501/371.7000 
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July 7, im 
Page Two 



ch of these leaders endorsed the entire\egisla^|ve packaqe 
My the home office protection feature , an^ Barnett Grace, 


President/of First Commercial Bank, confirmed with Jin 


ns support. 


If/ the home office protection feature is excluded and the ^uit In Pulaski 
Chancery repudiated which challenges Act 539 of 1987, TCB\ will be left in 
place in the TCBY Tower within 300 linear feet of this building. If the 
A3A pill as proposed is passed and TCB loses the suit, as my lawyers 
confirm and I am confident they will on July 14, they can r elo<:ate just 
outside the 300 foot parameter of existing law and there joiry the Worthen, 
the Union, OneBank, First Commercial, havers, Capitol Savings/and Loan, 
Finst Federal, Home Savings, and Superior Federal, all wiyhin/a stone's 
thrpw of 5th and Broadwav. 


is\your guidance? I am committed to support slative 


What' 

initiaftveX as is or as reasonably modified. 
ABA p\ckW. 



supported 


/ ^ •<-’/ 

William H. Bowen 
Chairman of the Board 


WH B : ccb 
d4/cc 
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liUKICAl' OK I 

Stale Capitol. Room 3 1 S 



siwXTiVK Ki;si;Af^n 

Little Rock Aik 72201 {5011 37» - 1 93> 


K*»n L licit 0«*c 


Lairy HoW«*d A$wv«nt 0« •do- 
lor 1*911 md A*v*ntfi Smvxxs 


m am 

may 1 0 1988 

STATE BANK DEPT 



purposes of me attacned proposed legislation are as 
provide for reciona. re;.;r-*ii Ir.’errjtaie banking in 

t. \ Tolprovide for immediate ir.t. -»ie cant: oranchinc. 

\ \ ' . 

c. \To provide for bank branching . .to contiguous counties^ in J993- 

d. provide for state wide rank "rancmng after December 3{ . '998. 

tman Associates nave the 


e. To pt^ov^de that State Chartered Savings an 
same Dt^an6<un£ authority as ban* s. 


f. To provide for an orderly method to dispose of a failed bank by the 
Bank Commissioner. 


OTHER MOTIVES 


The United States Supreme Court denied a review of a Mississippi case 
concerning bank branching. In essence, this case, known as the Depos 1 t 
Guaranty case, involved a national bank in Mississippi which aoolied 
for expanded branching authority on the premise that Mississippi 
Savings and Loan Associations are allowed to bra\ctt state wide. The 
Comptroller of the Currency approved the application \ Upon appeal, the 
tynited States Supreme Court sided with the lower \court ruling which 
upheld the ruling of the Comptroller. This decisvbn \as far-reaching 
ramrf-i-Qa t4©R6 — — has — t r igg ered — a ppl ical ions tor bafyk branches in 
several states, including Arkansas. These applications are filed 
irrespective of state law. The proposed bill will place '(.he branching 
powers of banks and Savings and Loan Associations on equal yoot ing. 


A/<t539 of 1987 amended the bank branching statute to provide for county 
Wide branching in counties :ith ? population of more than 2O0.000. 
Subsequent to the passage of Act 839, the bank Commissioner has 
approved two branch applications for Twin City Bank o t North Little 
Rock. Twin City now operates two branches in Little Rock. The 
Independent Bankers Association have challenged Act 839 in Court as 
local legislation. The proposed bill provides for an orderly phase-in 
of state wide branching over a period of ten (10) years. 
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SUMMftm OF BILL 


Section 1 addresses the interstate tanking issue. This Section is identical to 
HB 1004 of the 1967 Regular \s vyn — HB 1004 failed to receive any 
recommendation from the Inflate Insurance and CommeT^veTorami ttee . In addition to 
Kansas, Nebraska, District of Columbia and West VirgiTna, which were not in HB 
1 00H , the region .includes; Arkansas, Tennessee, Missouri^ Mississippi , Texas, 
Louisiana, Oklai^dma, Alabama, Florida, Georgia, Maryland, N^th Carolina, South 
Carolina, Virginia. 

Section 1 permits Re^i^nal Bank Holding Companies Ur^acquire \rkansas Bank 
Holding Con/panies op/Banks as follows: 

py merg 6r or consolidation of a bank holding company \ith another. 

2. I Acqu i/si t ion by a bank Holding Company of control of vot\ing shares of a 


df i bank or 


^controlling interest o; a tank or an iner Bank Holding Coinpaijy. 

The procedures for an acquisiton are as frllows: A Regional ejnk Holding 
Company files \an application with the Commissi :ner. The application lill include 
informatiorX sudh as now the acquisition will promote the safety and /soundness of 
the bank or TlanlX Holding Company, to be acquired; that the fl^gional (Bank Holding 
Company meet Standards of the Federal Community Peinve^fclnent Act oV 1977; that 
the Regional BatH< Holding Company will bring new beiieTits to Arkansas^ The Bank 
Commissioner has\the\fol 1 owing guidelines before a pprova l qC =»n 


1 . 
2 . 


4. 

5. 


Sections 


March 31 


Application contains information required by the legislation. 

Laws of the state where the Recional Bank Holding Company is 
located allow Arkansas Bank Holding Companies to acquire banks or Bank 
Holding Companies in that state. 

Arkansas bank to be acquired has been in business for a least 
ten ( 10 ) years. 

Proper notification has been published in local newspapers. 

Mackes the acquisition subject to same conditions uiat\would apply to 
the.^acqul 3 ition by an Arkansas Bank Holding Company^ or\bank of a bank 
or BanJr'HoTd 1 rTg "Company in the .v^ion 

2 and 3 provide that a De Novo Charter is a bank charter\f i 1 ed after 


the coun 


1968. This definition is designed to assure that Regional Bank 


Holding Companies are acqu lr ing banks that have been in business for at least 
ten ( 10 ) 

Section ^ddresses branching problems. Current law allows bank branching within 
only with certain limitations. Act v j j o. al*ow*> county wide 
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branching for banka m count.;' w;ir, a. popula tion of 200,000. Section k of the 
propoaed bill allows unresU^-ctrTT^ounty wideTlTraTTeiiing upon paaaage of the bill. 
In addition, it provide^for branching in contiguous counties after December 1 99 • 
and finally, it provides for state wide branching by acquisition after December 
31, 1998. 


SECTION 5 outlines the reapo^* 
applications./ 


Com«issione\ on branch bank 


SECTION 6 grandfathers in existing branches established before Marcrtv 31# 1988 . 


SECTIONS 


place Savings and Loan Associations at par w\th banks as far 


as branching Ly concerned. 

SECTION f9 outlines under wnat circumstances and in what 
Commsaioaer dan dispose of a failed bank. Act 963 of 1987 allows 
to be aiquir/ed by another bank within the same city or county 
expands <>n tipis by allowing a failed bank to :e acquired in the fo. 
by a banljj or iBank Holding Company: 

l: ' 





Between a group of individuals, the majority of whom are residents of 
the region. 

SECTION 10 . Emergency Clause. 

Please contact us if additional information is needed. 


FJVD/mrd 
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ROSE LAW FIRM 

ATTOONCYS 

^^Cnric rock. Arkansas 72201 


Vi 


TIKCO'II* >10" JM-IJO* 


CERTIFIED MAIL 
June 9, 1988 


s. James B. McDougal 
itrell - Suite 202 
lock, AR 72202 

De^r J{m and Susan: 

Strange called me to ask if I could contact you to 
a resolution by Whitewater’s Directors, namely you two, ( 
autlhor iiz ing Bill or me to sign the extension of the loan 
agreement. I have not been able to contact you on this and 
thoilght\l might try to do so in writing. I called a number 
Susah le'ft for me to return her call at 714-857-4920 a numbe/ of 
time^buk never received any answer. If you receive this 
letteit, wWld you please contact me so that we can discuss/how 
to respond\ to this request from First Ozark? The note iy'up for; 
extension, $nd the Bank is clearly anxious to have thi? matter 
resolved\proper ly in time for their examination. 

If you\hav^ any questions, please give me [T call. 



j^caJ 


Sincerely yours, 
HILLARY\ R0DHAJ4 CLINTON 


HRC :ckp 

cc: J. W . Strange 


Bli 


P.S. - Wes, I do not know what else to do. If you\l)nve 
any suggestions, please give me a call. Thanks. 
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<T\TV nr 

omt.K oh no i,o\KHN«»i< 


Dear Members of 




I wi/Tl convene the General Assembly in Spi 


thi omnibus banking legislation being proposes 
Arkansas Banners ' Association; a series of fcilX 
recommendations of the Quality of Care Task 
Attorney General Steve Clark pertaining to the 
nirsihg homes; anc a few other matters. 

I I 

The State certainly does have other major problems and issues 
which need to be addressed; however, those matterjs al re of 
eiich complexity that they cannot be dealt with ir) a /brief 
special session. I am working hard to develop al , 
comprehensive legislative proqra - for the upcoming regular 
session of the General Assembly to address thos^e problems and 
issues 1 . / j 

\ \ / / . 

You have\ prev ious ly received letters from B3nk Cor^r i ss l oner 
Bill F^rdVano the Arkansas Bankers’ Assp^fation outlining the 
events Which have led to several nat-*t5nal char t erechbanks in 
Arkansas N^i £>i ng applications witn thi 1 frimpr. roller nf the 
Currency tCf establish branch banks in communities outside the 
communities in which the principal offices of these banks are 
located. A total of twenty-two applications for branches are 
currently pending with the Office of the Comptroller p f the 
Currency . 

Because I know many of you have vacation plans or 
professional commitments during July and August, I had hoped 
to obtain assurances from the Office of the Comptroller of 
th(ei Currency that action on these t wenty-t w^Xappi i cat ions 
wdulld not be taken before fall. However, theVCompt rol ler ' s 
Office has advised Bank Commissioner Bill FoqdXthat analysis 
arid review of the applications could be completed by the end 
of! July^— Th*re~ 4 *-a 1 — that — i-r th^se 

applications are approved, a subsequent change i h state law 
wquld not affect the validity of the approved applications 
aqd the branches could go into operation. Thus, unless 

applications and other applications that probably will be 
fi|led if the initial applications are approved, national 
ct|a/rtered banks will be afforded a substantial competitive 
advantage over the 174 state chartered banks. 
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Ju ] '• 

Pr. : v 


j . ! B 8 r. 


The Arkansas Bankers' Assoc :ati on 's r roposcd legislation 
provided fcr a pnasetfMn s/su**' oT>Mtewide branching for 
both rational arro state chartered ba n*. s^Qde r t h«X au t hor 1 ty 
of state To allow national cnartered >anks aV least a 

six months yopportum ty to establish bra nches>*t a teOu de when 
scat/e cha/terea Danks lack Such authority would, do much to 
undermin/ equity in the dual banking system. Therefore, 1 
have concluded that this issue must be addressed\as Quickly 
as/possible to ensure that the executive and legislative 
branches of state government retain control over tpe pranch 
backing issue. 

I I 

Bepause the branch banking issue rust be considered, 
believe I should also include consideration of nur 
legislation in the call for th* session so that th 
important package of legislation can be considered 
General Assembly as soon as possible. Based on 
has ^already been done on this legislation by th^ 

Care 'Task Force and Attorney General Steve C 1 a^p 
these^bills can be addressed m tr,e Special 
delayirta the completion of the session 
week of \u l\ 11. 


Y\ 

be i\sj 



I will be l'stSuing the official call for the session on 
Tuesday, July S. 


S i ncere ly , 
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1ST STORY of Level 1 printed in FULL format. 

Copyright 1992 The New York Times Company 
The New York Times 

March 6, 1992, Sunday, Late Edition - Final 
SECTION: Section 1; Part 1; Page 1; Column 4; National Desk 
LENGTH: 1785 words 

HEADLINE: THE 1992 CAMPAIGN: Personal Finances; 

Clintons Joined S.& L. Operator In an Ozar* Real -Estate Venture 
BYLINE: By JEFF GERTH, Special to The New York Times 
DATELINE: WASHINGTON, March 7 
BODY: 

Bill Clinton and his wife were business partners with the owner of a failing 
savings and loan association that was subject to state regulation early in his 
tenure as Governor of Arkansas, records show. 

The partnership, a real estate joint venture that was developing land in the 
Ozarks, involved the Clintons ana James B. McDougal, a former Clinton aide 
turned developer. It started in 197&. and at times money from Mr. McDougal 's 
savings and loan was used to subsidize it. The corporation continues to this 
day, but does not appear to be active. 

Mr. McDougal gave a detailed account ci his relationship in several 
interviews in the last two weeks. Tms account, along with an examination of 
related local, state and Federal records and interviews with dozens of others in 
Arkansas, found the following: 

‘Available records covering tne most active period of the real estate 
corporation, called Wmtewarer Development, appear to show that Mr. McDougal 
heavily subsidized it, insuring that the C. in tons were under little financial 
risk in what turned out tc oe an uns- -cessful enterprise. The corporation bought 
200 acres of Ozark Mountain vacation property and planned to sell it in lots. 
During this period, the Clintons spy-: or tc nave invested little money, so stood 
to lose little if the venture fa_.ec rut -igr.t nave cashed in on their 50 
percent interest if it had done wc_l 

•The Clintons and Mr. McDougal disagree about what happened to Whitewater’s 
records. Mr. McDougal says that at Mi. Clinton's request they were delivered to 
the Governor's mansion. The Clintons say many of them have disappeared. Many 
questions about the enterprise cannot be f.lly answered without the records. 

•After Federal regulators found that Mr. McDougal 's savings institution, 
Madison Guaranty, was insolvent, meaning it faced possible closure by the state, 
Mr. Clinton appointed a new stat® securities commissioner, who had been a lawyer 
in a firm that represented the saving, and loan. Mr. Clinton and the 
commissioner deny giving any prettrrc is. i: atmer.t. The new commissioner 
approved two novel proposals to he.: * ne s • gs and loan that were offered by 
Hillary Clinton, Governor Clinton's w.fe and a lawyer. She and her firm had been 
retained to represent tne association. 
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♦The Clintons improperly deducted at least $5,000 on their personal tax 
returns in 1984 and 1985 for interest paid or. a portion of at least $30,000 in 
bank loan payments that Whitewater made for them. The deductions saved them 
about $1,000 in taxes, but since the error was more than three years ago, 
Internal Revenue Service regulations do not require the Clintons to pay. 

The complicated relationship between Mr. McDougal and the Clintons came to 
light in an investigation by The New York Times of the Clintons' tax records and 
business relationships. It raises questions of wnether a governor should be 
involved in a business deal with the owner of a business regulated by the state 
and whether, having done so, the governor's wife through her law firm should be 
receiving legal fees for work done for the business. 

Confusion Is Cited 

Asked about these matters, the Clintons retained two lawyers to answer 
questions. The lawyers said the improper tax deductions were honest errors, made 
because there was confusion over who really cwned a certain piece of Whitewater 
property and who was responsible for the loan taken out to buy it, Whitewater or 
the Clintons. 

The deed for the land and the loan papers are all in the Clintons' names. 

The lawyers said they were not ir. a position to answer questions about where 
the money that went intc Whitewater came from. But generally, they said they 
thought neitner the Clintons nor Mr. McDouga. had profited from the venture. 

They also said the Clintons were once liable for about $100,000 in bank loans 
that financed Whitewater's original purcna.ee of land. But the lawyers have only 
been able to find original documents shewing $5,000 that the Clintons paid. 

Some questions about the relationship and the Clintons' role in it may be 
difficult to resolve because of differing accounts and the missing records. 

The two lawyers representing the Clintons are Susan P. Thomases, a longtime 
friend, and Loretta Lynch, a campaign aide, who participated in several hours of 
interviews at Ms. Thomases' Manr.attan offices Thursday and Friday. 

Payments on Debt 

The records that are availarie, and Mrs. T.nomases' account, show that 
Whitewater made payments oe tween 1982 ar.d Inf. 5 cr. Mrs. Clinton's $30,000 real 
estate debt, reducing tne aebt by about S1*'.C-0C while also paying at least 
$14,000 in interest. At least one of these rnecks was signed by Mr. McDougal. 

Mrs. Clintcn originally borrowed the S31.00C from a bank also controlled by 
Mr. McDougal, Bank of Kingston, but "Hillary took the loan on behalf of the 
corporation," Ms. Thomases said. That, sne explained, is why Whitewater made the 
payments . 

The Clintons' 1984 anc 1985 tax returns ~..cv: that they took deductions for 
interest payments cf $2,611 and $2,322 tna: V.'ni tewater had made. 

"It clearly is ar. erroi , " Ms. Tnomases saic. She noted that the tax returns 
for those years were prepared by account an: r ir. Arxansas. 
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The Clintons' gross income in 1984, as reported on their tax returns, was 
about $111,000 and they paid S22.28C in Federal taxes. In 1985, their reported 
income was about $102,000, and tr.ey paic $15,751 in Federal taxes. 

Longtime Friendship 

Mr. Clinton and Mr. McDouaal had been friends since the 1960's. When Mr. 
Clinton became the nation's youngest Governor at 32 years old, he took Mr. 
McDougal into his administration as an aide for economic development. It was at 
about this time that the men formed Whitewater. 

A few years later Mr. McDougal, having left government in 1979, bought 
control of a small savings and loan association, Madison Guaranty, and built it 
into one of the largest state- chartered associations in Arkansas. 

But over time, the savings and loan get _r. trouble, like many others around 
the country. Finally Federal regulators tc.!: the savings and loan away from Mr. 
McDougal, and a Federal grand jury charged r.i::. with fraud, though he was 
acquitted. The Clintons were not involved -r. tr.cse proceedings. 

Mr. McDougal began having personal problems, too. He was found to be 
suffering from manic-depressive illness, crougr. he was judged competent to stand 
trial. In the interviews, Mr. McDougal appeared stable, careful and calm. 

A year after the Clintons and McDougals bought the Ozark Mountain property 
and founded Whitewater Development in 1575. the corporation bought a modular 
house for about $22, C0C and placed it on c::e of its lots. That lot was then 
conveyed to Mrs. Clinton, and the deed ind. cates that she paid nothing for it. 
Ms. Thomases says this was an error by V7ht* ewater . The deed, she said, should 
have shown the price and said tnat Mrs. Cl. •.tor. paid. 

But the house was carried or. tr.e books < s a Whitewater corporate asset and 
used as a model house to attract rther cuy* rs , according to Whitewater records 
produced by Ms. Thomases. Because the reco; dr are incomplete, it is unclear 
exactly what happened. But about : ne same t .re. Mrs. Clinton personally borrowed 
$30,000 from Mr. McDougal ban*: tc pay fo. tr.e house and the lot. 

Ms. Thomases saic Mrs. 71 inter. and the rp-ratton regarded this as a 

corporate debt, though . t was i-.rs. Cl_:r ‘ r- name. The corporation included 
no one but the Clintons ar.u the McDougals. I: was tr.is debt that Whitewater made 
payments on until tiv enc c: 15 s - . 

One year after acquiring th*" : operty, Clinton sold it for $27,500, with 

payments to be made over t_me, : • cords shoe -t is not clear who received the 
buyer's down payment of $2,00C. Put Ms. Tr mases said it was the corporation 
that took the loss on its nooks. A few vea..- .ater, the buyer went bankrupt and 
stopped making payments, and tr.e:. ne diec. 

In 1988 Mrs. Clinton bought oacx the house from the estate of the buyer. 
Records show that she paid Sf,r.:C and the:. : -rein the property a short time 
later for about S23,0CC, a::e: losing cor ■ The Clintons reported a capital 

gain that year of $1,641. 

Ms. Thomases explained tnat ch-_ capita. : was small because, as part of 

that transaction, Mrs. Clinton ran to pay :: Wh: tewater ' s remaining $13,000 
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debt on the property, originally incurred ry Mrs. Clinton. The payment* the 
previous owner had beer, making to Whitewater before he went bankrupt had been 
used to help pay off that debt. 

Account Overdrawn 

It was during the period when Whitewater was making the Clintons' loan 
payments that Madison Guaranty was putting money into Whitewater. 

For example, Whitewater's check ledger shows that Whitewater's account at 
Madiaon was overdrawn in 1984, when the corporation was making payments on the 
Clintons' loan. Money was deposited to make up the shortage from Madison 
Marketing, an affiliate o: the savings and loan that derived its revenues from 
the institution, records also show. 

It was also in 1984 that Madison started getting into trouble. Federal 
examiners studied its books that year, found that it was violating Arkansas 
regulations and determined that correcting tr.e oooks to adjust improperly 
inflated profits would "result in an insolvent position," records of the 1984 
examination show. 

Arkansas regulators received the Federal report later that year, and under 
state law the securities commissioner was supposed to close any insolvent 
institution. 

As the Governor is free tc o: at any tire, Mr. Clinton appointed a new 
securities commissioner ir. Janu.'.y 1985. K-. cr.ose Beverly Bassett Schaffer, a 
lawyer in one of the firmt r.na: r.ad beer, representing Madison. 

Fund-Raising Ideas 

Ms. Thomases, afte: ti.lr.mg t Mr. Clin’.r. t:.is week, said the Governor 
chose her because they wer*i f nereis, and b taus*- ne wanted to appoint a well 
qualified woman to sr. important post. 

In interviews, Mrs. Schaffer, now a Fayetteville lawyer, said she did not 
remember the Federal examination rf Madison but added that in her view, the 
findings were not "definitive pir.tf of ins. . ve.ncy. " 

In 1985, Mrs. Clinton and he: Little Ron . law firm, the Rose firm, twice 
applied to the Securities Commission on kx n._t cf Madison, asking that the 
savings and loan be allowed to try two nov- . plan? to raise money. 

Mrs. Schaffer wrote ta Mrs. Clinton anc another lawyer at the firm approving 
the ideas. "I never gave anybody special treatment," she said. 

Madison was not able tc raise additiona- capital. And by 1986 Federal 
regulators, who insured Madison's deposits, took control of the institution and 
ousted Mr. McDougal . Mrs. Schaffer support^.: tr.e action. 
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25 

grantor/grantee indices and mortgage indices? 

A Well, I was asked to meet with Jim 
McDougal -- one, I was asked to locate him, and then 
two, I was asked to meet with him. 

Q Why were you the person who was asked to 
locate and then meet Jim McDougal? 

A Somebody apparently knew that I had known 

him for over 30 years. And the purpose that I was -- 
I was asked to find him and see if he would meet with 
a lawyer named Jim Lyons from Denver who was working 
on some of the financial accounting aspects of 
Whitewater . 

Q And were you able to ultimately locate 
Mr. McDougal? 

A I had called his lawyer, who was a lawyer 
with the name of Sam Heuer, and asked him if he could 
find McDougal. And I may have also contacted a guy 
named R.D. Randolph, who was a mutual friend of both 
McDougal and myself and asked him if he could contact 
McDougal. And ultimately, as I recall it, I was 
sitting at a desk or a table in the campaign 
headquarters and a note was put in front of me that 


Ace-Federal Reporters, Inc. 

Nationwide Coverage 

202 - 347-3700 800 - 336-6646 410 - 684-2550 


comm 


1354 


Mar zr. II (Wed) During the day I had called Scha Heven to ask him 
if ne coul^ find Jim McDougal and see if McDouga^ would meet with 
ny pr« 


on Friday. 


Jim Lyons^pref erably with Sam pre 

7:00 p .4 , -ish /wasat Clinton HQ's - A 
of me that McDouaal was waiting to talk with 
office. 

i 

I asked Ldretta Lynch if she would go with from HQ\s tc 
office. Sam was waiting outside and took us insideVups 1 * 
McDougal was waiting, sprawled in a chair smoking a \cig} 


was placed in front 
at Sap Heven ' s 


Sam Heven' 

airs. 

rette. 


I introduced Loretta and pleasantries were exchanged! 
atmpsprtere was such that we did not attemot to take note 


McDougal and I did most of the talking wirl 
Sam \and^ occasional questions from Loretta. 


LL= 


Rouahly 

lss e 


:he Conversation 


We disdusied that McDougal and I met when he ... 

reaf - irped\our friendship. I told him what ^really \wanted was 
for him to talk to Jim Lyons. He said he^lsn't interested in 
being cro^s-^anuned by some high powereo lawyer who coUldn't- 
think as f aVtf as he could. — — 1 



ns from 


I asked him why he had talked to the New York Times reporter. He 
said he was working for Fulbnght and the Senator came to the 
state that he had learned when the press had something it was 
better to talk and simply give it all to them. 


I asked about the records he had given Gerth. He said it was some 
stuff that Susan had given him, it was only 3 or 10 check stubs. 
Thqy were in a shoe box — hardly anything Gerth had asked him for 
regards and he said this was all he had and happed them over. 

He said he wasn't mad at Bill and it was okay by\him if he got 
elected president. He admitted that Susan McDougal and Hillary 
had th£±r— differ enees-r- . y 


He said when he was under investigation, indictment Nand trial if 
itlhad been Bill McDougal would have traveling arounq the state 
try ing -to— rai-se— defense— money-. 


He ^aid the only that had helped him was Sheffield Nelson — 
everyone else took a walk. Sam said 3ili helped me a lot; he 
even helped me prepare the opening statement. McDcuqal admitted 
until the trial he was very depressed and non-cunct lonal and not 
any help to Sam until the trial when he got his adrenaline again 


He indicated that Bill could at lease rail him acour the :ob. He 
said he didn't need a ;ab and didn't want a job. He indicated 
*■'- - k is rather — a manic depressive- who carried them back and 
-zzzr. react :: : mine . tad lari ms mother well c:f and he was 
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DAvidi E. Kendall, Eaq. 

Williams fc Connolly 
725 Twelfth Street, N.W. 

Washington, D.C. 20005 

Madison Guaranty Savings & Loan - Request for/ 
Docvu*ent« fro® William J. and Hillary R. /CliiYton 

\ Y. ^ 1 

Dear David t 

Thi* \btter is in response to our .telephone discussion of 
May 10, regarding the documents nn^eh ynn h n»s prmrtnuMiY 

produced and^our request that you produce documents regarding 
Whitewater from the inception of the investment which we 
understand to be 1979 through 1982. 

First, I advised you in our telephone conversation that 
among the documents produced were certain items which appeared 
to be file folders as to which there were no documents enclosed 
within the file. Since all of the documents appear to b* in 
numerical sequence with no breaXs, this appeartd to be strange 
to as. The file folders in question are the fo^owing: 

"McD Payments 38* Bates staap no. DEBT 
(behind this tab are Whitewater tan ra 

a nty Payments Tai. 



OKETlW549 


(behind this tab Is i page of check stubs w L th no 
account number indicated) ; and 


■VWDC Jim Blair Flippin Trip* 
( f ile label onlyT 


DKRT400 105 



Second, as I indicated to you in our letter of April 7, 
1994, we are interested in Investigating as far as we can all of 


losmoo 
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LESLIE A. PATTEN 


;EmalQymeni History 


\ 


Patten. McCanhy ft Associates. Inc. 
Denver, Colorado 

/ ./' 

1//81 to, Present - President 


X 


\ 


\ 


Principal in consulting firm which specializes in providing corporate financial 
planning, analysis, accounting and tax planning advice to financial institutions and 
sther commercial enterprises. Specific services provided include financial 
projections, tangible and intangible asset valuations for purposes pf mergers, 
acquisitions and divestitures, and analysis of accounting and tax impact of specific 
financial transactions. Additional services provided include strategic planning, 
management reviews, market analysis and operational analysis. The firm also 
provides consultation on banking, financial, accounting and tax matters arising 
from business litigation and expen witness testimony on such issues as necessary. 

jefferson Bank & Trust and Jefferson Bankshares of Colorado. Iric. 

Lakewood, Colorado X \ 

\ \ x v 

1/77 to lz/80\ - President and Chief Operating . Officer j 

5/75 to 12/76 - Senior Vice President-Operations 


Omaha National Bank 

Omaha, Nebraska 


11/73 to 5/75 - Vice President and Controller 

Associates Financial Services Company. Inc. 

South Bend, Indiana 

4/73 to 11/73 - Controller, Finance Operations \\ 

5/72 to 4/73 - Zone Controller, Northeast Zone \ ' 

i ^ 

Peat. Marwi€k.-Mitchell ^fc-Co. — ' 

Chicago, Illinois 

I 

7/66 to 11/66 and 

l2/6&-vcr5Tf2 — Certified -pubhc-Accountanrand-AodirStaff — 

i ( 

U. S..'Anm 

11/66 to 12/68 - Intelligence Specialist 
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Whitewater Development Company, Inc. {'*WDC M ) for the period 1979 
through the present. Assisting in the review wee the financial 
consulting firm of Patten, McCarthy L Aeeooiatas, Inc. Patten, 
McCarthy fc Aeeoaiatae is an independent firm which has extensive 
experience in foranaic accounting, financial analyals and financial 
roconatructlon of business operations. The analysis of WDC was 
performed by Leslie Patten and Morris Vfsese, both of whom are alao 
aertlflod public accountants. Under eeperate cover they have today 
sent yquj a summary of their findings and supporting financial 
statements. 


In 1979, WDC warn formed by you with James and Suaan KoDougal 
to dLvelop^some 2Qajiqres of land in the Otarfci. Froji the avail- 
able records, It i « clear that Tt ail eatrerimi~timem^Uie McDougale 
or th«ir agents exercised total control over the management and 
operation of the oorporatlon and its Investment*. Your interest In 
thie lovoQtsent wee limited to that of a fifty percent shareholder 
in * oorp^lrat Ion . However; thmre— le— no- e v idence _tha£ you rec eived 
annual reports or regular financial eumaeriee 
t ion * e me neg event . 


from the corpora** 


srsb 

exceeded 


ft?" /ou ■'• r * P*“iv« .h.c.hold.r., you ttiuiM con.ld- 

d«d lr «n f 1 * 1 “•P on,lbll ^ t r for • oorpor.tlon who.. li.bUltl.. 
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Covornor and illllary 
March 23, 1992 
Pago 2 


ddham Clinton 


AITPi 


OOHriOflNTXAL , 
HBY-CLIIMT CO KM U MI 




any raturn other tMn payments on loana Incurred for tha benefit of\ 
HOC. It ia also dlaer that throughout thia investment you htetd ' 
oubatantial dereohel finanoial risk, lnoludlng personal liability 
Coe corporate loans totaling aa auoh aa 9230.000. You and \he 
MoOougals pets onblly guaranteed theaa loana and are still joint a%*d 
several guarantors of wue'e outstanding mortgage lndebtadnsss of 
approximately $10,400. 

rurtheclvmrp, at no tlmo since entering Into this Investment 
ware there any guarantees that you would profit or that your inter- 
est would boUnpny way "carried.** The facte confirm that not only 
wee there alwayi the potential that you would lose money, you/ in/ 
fact lost significant aume. As of May 31. 1991, WDC's last fiscal 
year-end, your lntareat had a negative value of almost $59/000 l 
This amount approximates your economic loss in thia venturp 

A review of x ^.b® available recordn has also shown that, baoaiisa 
of hank eta tamentV milled to you rather than thecorpocat ion, you 
Inadvertently claimed $5,133 in interest deductions to which the 
corporation, not Its shareholders , was antltled- ln 19 S4- a n d 19 8 5 J 
Thus, It appease that those two interest deductions in 1984 and 
19B5 may have been taken In error and a marginal tax baneflt of 
approximate) y $2,000 may have been realized by you. This, of 
course, dooe not take into account applicable tax consequences of 
your economic lose. 

Pleeee do. not heaitete to cell if you have any questions. 


JMLld* 
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Jam es H. Lyons 

1*00 iTTH ftTneCT. »OITC 3000 
OCNVC*. COCO«AOO 90101 



Governor and Mrs. Bill Clinton 
1800 South Center Street 
Little Rock, Arkansas 72203 


Dear Bill and Hillary: 


Enclosed please find the complete report prepared by Patten, 
McCarthy t Associates concerning Whitewater Development. A summary 
of this rep ort was pr eviously sent to you and released to the press 
along witn a cover letter from me on March 23 / 1*92. I have defer- 
redh^ending thi^-cbmplete report until now to^vaid any confusion 
or possible inadvertent production. The only copies, of this report 
which : exist^(other than the enclosed original) are In my file and 
the confidential files of Les Patten. \ \ 


/ Pleas 


Please note the enclosed complete report discusses such things 
as the $9,000 interest deduction taken by you in 198(7 (paragraph 4, 
pag^e 5), lot 13 and borrowings associated with it (paragraph 5, 
page 5) , and the sale of 24 lots in 1985 to Ozark Air for assump- 
tion of the mortgage and an airplane (paragraph 6, page 6) . None 
of these items is set out in the summary report which was released 
to 'the press. Similarly, the summary report released to; the press 
did not contain Schedule 1, which details loans and advances by the 
McOpugals and the Clintons from 1980-1991. Accordingly! it is my 
recommendation to you that you maintain the complete / report in 
strictest confidence and do not waive either the atiomey/client or 
accogntant/client privilege which attaches to the/enclosed report. 


She 


X 


lould you wish to discuss this matter farther, or anything 
else related to^hitewater, please feel free to contact me or Les 
Patten. \ 


\ 

\ 

JML: dm 

cc: Leslie A. Patten 


Sincerely, 


Lyons" 
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Jamcs M. Lyons 

•too ITT* STftCCT, tturrc 9000 
oc»ivi« 



By Telefax find Federal Express 


David E« Kendall 
nil liaas & Connolly 
725 12th S treat N.W. 

Washington, ^D.C. 20005 

Dear Mr.- Kendall: 

In recent^ weeks, questions have been raised concerning the 
$20,744.65 \chepk #121) invested by the Clintons irKthe Whitewater 
venture in 19^2 1\ In the analysis done by Patteiv^frcCarthy \6 Asso- 
ciates in MarcH^, \.992 and in the report whiglr'T then issued xo the 
Clintons on March ^3, 1992, this amount .wa s treated as an— invest- 
sent in> Whitewater based on the following: 

•Interviews and statements by the .Clintons concerning the 
nature and purpose of this ten year old check; 

•The fact that Whitewater debt .(other than borrowings by Mrs. 
Clinton in connection with Lot 13) was known to exist at Madison 
Bank and Trust; and 


•The fact that no personal Clinton debt (other then borrowings 
associated with Lot 13) was then known to exist at Madison Bank and 
Trust. \ \\ 

Yog recall that the rep ort, which was rendered on March 
23 * 1992 noted that the analysis was limited^TSyrhen-^available 
facts and incomplete or unavailable records. You have\recently 
provided me with additional information which was not available or 
known tg us in March, 1992. Specifically, you have furnished me 
with cert airT 'ba nkflfec ofW % T in Madison Bank "and ' Trust , a personal 
checkbook/ register of the Clintons and documentation (including 
real estate contracts and deeds) for a house in Hot Springs, 
Arkansas. | According to these records, the President obtained a 
personal^ loan from Madison in the amount of $20,000 in 1981 to 
purchase this house with his late mother, Virginia Dwire. This 
loan was repaid to Madison Bank and Trust in February, 1982 when 
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David B. Kendall, Esq 
William* & Connolly 
March 22, 1994 
Page 2 


the Presidei>t sold hi* interrest in th •'house to hi* *other and her 
new husband, Richard Kelley. Additionally, you hav* informed me 
that wh il^ recent reviewing hi* late mother'* biography, Leading 
With Mv Heart (especially at page 239) , th* President had hi* 
memory jogged and remembered this personal loan and purchasing the 
house wi£h hie mother. Accordingly, the investment of the Clintons 
in Whitewater ia overstated by $20,744.65 plua related Interest in 
the amount of $1,500, for a total of $22,244.65. The hnreturned 
investment jhade by the Clintons in Whitewater through fiscal year- 
end 199/1 should be reduced accordingly to $4 6,635.75. 

Baisedjupon the foregoing, it does not appear that ^ny addi- 
tional tax liability is owed by the Clintons for 1981 or 1$82 in 
connection with this lake house transaction. The Clintons were 
entitled t 4 deduct the interest paid as personal interest, knd we 
have beeV) told that no gain was experienced in connection w|th the 
sale of t^hi^ house to Mr. and Mrs. Kelley. 

I have reviewed this matter with Leslie A. Patten of £he firm 
of Patten, IJac^hee & Associates and am authorized state^ that he 
concurs witn\the, conclusions stated herein based^oh this ney infor- 
mation. 


Any other rifcvly discovered information concerning the report 
which I issued or the analysis performed by Mr. Patten's firm 
should be brought promptly to our attention. 


Sincerely, 



JML 2585 


1362 


/ 

MEMORANDUM 

DATE: November 4, 1993 

TC )\ /James M. Lyons, Esq. 

FROM: / Leslie A. Patten L 

Whitewater Reconstruction 


\ \ 


Per our conversation of November 3, 1993, the following summarizes the methodology 
we utilized in preparing the reconstructed balance sheets and income statements for 
Whicewater Development Company, Inc. 



It should be emphasized that our work did not and could no vco n^titute an 
audit, review, compilation or the application of agreed upon procedures 
as those terms are understood within the accounting pro/essio^i. All of 
those tasks represent attestation to work product prepared by someone 
else. In this instance, we attempted to reconstructyfmancial/statements 
from source documents. \ 


tion wa 


>s we have previously indicated to vdii . source documentation w as not 
Vailable in many instances and we had to utilize the next best available 
documentation which was represented by various accountants’ workpapers, 
correspondence and tax returns. However, these too were incomplete. 
Accordingly, there were many instances in which we used our best 
judgment as to whether to include or exclude items in the reconstructed 
financial statements. 


3. 



The financial statements that we reconstructed took into consideration 
monies paid by the Clintons, the McDougals and others that had not been 
reflected in the accountant's workpapers or the tax returns. For example, 
the balance sheets we prepared reflected the notes rectiVable arising from 
the resale of the Ozark Air lots. This was done becausewe reflected the 
full liability of the underlying mortgage note payable. In addition, the 
income statements we prepared recognizecTthe^fuir profit on all lot sales 
when the sales occurred. For income tax reporting, the profits were 
deferred and reported on the installment method as is permitted by the 
Internal Revenue Code . Accordingly, there are differences between the 
financial statements we prepared and the information reflected in the tax 
returns due to a difference in ihe basis on which the respective documents 
were prepared. 
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MEMORANDUM 
James M Lyons^Esq 
November 4,, 1993 
Page 2 


In summary, it shpufd be acknowledged that he assigned task was to understand what 
mohies had been invested by the various parties to this business venrure, what mornes 
had been received by the parties and whether or not the business venture made any 
money. Given the limitations imposed by incomplete information, we^are of the opimon 
jhat the /reconstructed financial statements are a reasonable representation of the history 
Xvhitewater business venture. 


,of the 


\ 

\ 
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SALTILLO HEIGHTS\ 

A DIVISION OF — ROLLING MANOR, INC. 
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1 979 FEDERAL INDIVIDUAL INCOME TAX RETURN FILING INSTRUCTIONS 
Q40 A - 1979 INCOME TAX RETURN 



Payment schedlde: 


Voucher A - Due Apr\l 15, 1980 
Voucher 1 2 \ Oue June >6, 1980 
Voucher\(3 -h Oue Sept. 15^ 1980 
Voucher #4^ Oue Jan. 15, l9$l 


“The Internal Revenue Service will not send^^s ta tements of estimat 
'voucher should be signed, dated and mailed orKpr before the duex^Ce wj. 

•or money order payable to "Internal Revenue Sendee." Please wri^ 
estimates" and your social security number on alr^hecks. 

N. CO? 

Each voucher should be mailed to: x 

Internal Revenue Service Center 
3651 South Interregiona 1 Highway 
riAustin, Texas 73301 

Your estimates of .1980 income taxes are based on your 1979 tax returhv Ple v a_ T 
contact (as \ 1 f your income, deductions or exemptions change and your estimate can be 
revised, 1A necessary. \ r \ 

(SVJHTSl Q3m- 
©©MOWil ®(J3 H3M15SD53@ tFOKlM]©flM, 

g[l(KiW0©ll@ 
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CO t»Ot 5 f aplE 0" »*nrie in tins *n«/» | 

STATE OF ARKANSAS 

INDIVIDUAL I^C.OMEJTAXRETURN . q — Q 





lC2l 


• W^OOJtj- •— • ••r~ " 




_ gB© m. 

W@tSfl@!l'l©^D!fllI t r^i ®M ©AMD5DM® AM® MAKKSB&k 
©dM©!© 



1374 




1375 



1376 


4 n » A Ounti-^l *1 t.i...n-'»l""il "rwi„ hnlti 

i |U4U U.S. individual Income Tax Return 

U®79 1 


tec fftrvrr 

J et lesrrertiewi 1 '« •** n» 

•w 11. isrt m •«**. Ih ww H— »i 

. Iff* «X.af IS 


r . p~W Jfc Iwnu l*r kw att*'*- *— HI’'' • *•* we w 

nil 1 _ , L»lt riww. 

H311 aA 33JtZ 

in / 



UMf 
•ml . . 

l Sabo 


Seouse i social srcwily n*. 

ZT”_? :*/£?: 


filing Statni 

OkI «"lf 


Exemptions 

JUwrrl chec* 
the Mi I 

Teen til. 

Cheek ether 
Mill il Ihcy 
whr. 


Income 


li rw 08 Ml * 

( W-i )(t 

fit* s «» 
Iniirud'am. 


Plint 

jlficft cfirei 
or menry 
enter here 


ij_ 'IZTLQC* 


I r° to »h»p «n 

• your »oou«* w»nt SI to po to tWa lundf 


. . .[ | Yw |||ll )( [ No j reduce you^i 


i:Checiu'nf •'Ye*" will 
your t*»_or 
refund. . *-7 • 


it ft turn (ivtn It only on* had Income) 

^uparjl* nium. trier i p mu i i wdei marity m 

l pit* 1 «f twiroctiora.) II qualifying person I* your unmarried child. *nt*f child's 


dependent child (Yaar loom* di*d M 19 ). (Sir »«f« 7 ^litttrucbo<n-l ^ 


SpoJl 

a F)^il names of y 




ml 


65 or over 
65 or o**r 
o lived with you . 


id 


Blind 

BUnd 





Total numbir ol aiemptlons e 
Waf**. salaries. tip*, ale. 

Intirnt Incom* (attach Seheduia 1 

Dividends (attach Se heduf* B if over O 

Subtract llna 10b from lina 10a . 
i Stat* and local Incom* tat refunds (do** na| 

\ if for year you itemned daductiom — la* pi\ 

\ Alimony received . 

Business Incoma or (toul (attach Schedule ( 

Cjp>lal pam or (Ion] (attach 5chrdutf 0] . . 

Taxable part of capital pam distributions not 
reoo/ted on Scnedula D (i«* page 10 of Instruction*) | 

V Supplemental pams or lleisesl (attach form 4797) . . 

Yuliy triable pennon* and annuities not reported on Schedul^ 

P^isrons^ annuities, rent*, royalties, partnerships. 

estates or fnist*. etc (attach Schedufa E) 

farm income hr (loss! (attach Schedule f) 

70* Unemployment competition. Total amount received... 

I Taiable part. II any, Irom worksheet on pipe 10 ol Instruction* . . . 

71 Other incoma (ftili nature a*d sovrt* — it* pipe 10 #/ Inilmctioni) 

Hz. : £t s.\\p. _.vS^7.c i^e a me <z 

Total Income. Add amounts In column Ipr lines 6 throuph 21 . 

Movmp eipente (ettech form J90J or 39037) . . 

Employee business notnter (attach form 31061 
Paymenlf to an IRA flee pap* 1 1 of Inf truefion * ) 

Payment! to a Keoph (H ft. 10) retirement olan . 

Interest penally on early withdrawal ot sevmps 
Alimony paid (lee papa 11 of Initruclions) .... 

Disability Income ewduiion (attach form J440] . 

Total id|ustmenls. Add lines 33 throuph 29 

AOfulted pmei Income. Suotract lm* 30 Irom line 22. If this hn# rs las* man 
J10.000. lee pipe 2 of Instructions. II you want IW5 to fipur# your tae. see pap* 4 
Of I nstructions . . . M 


Enter i» 
ko>«i c 
■n Pa end> 
Inter n 
•f children -\ 
•tied 

I Enter number 
*1 ether i 
deetndent* 

Add numbers 

' emtred in 

bote* above ► 


Z_ 


r800007 


KJ@[Ui§(i ©©KflGaOWtll ®D3 IMK1C5DK]® Ml® NBOAKIQOM. 
©11KW0©!© 



1377 





DKRT800008 





1378 


Schedules A&B — Itemized Deductions AND 
(Form Interest and Dividend Income 


mis 



KKSQJJSi ©©GflGfldWlI 
@[1KW0©[1@ 


OKI IMOTB3® MO® (F0K1M0©[1M= 
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Schedule 0 — Interest and Dividend Income 



•n form |QaO fOo •« emer name »«*• MCUt seamcy « 

f r/ - //ns-, r 


£>.& 


flWMOtfMl | 


;resl Income 
lore dun J'lOO in tnlraortTcoffipJela Part t ind 
t«« oage 9 ol Ihtjrtlrecttonf to find out wttgt 
Then answered* oueshom m Part III. btkm. 
interest as ♦'nominee tor another, or you r*- 


I Yo«r i octal iccunty numoi 

ZZSl ?■=■ j <?*-- 


Dividend Income 

J II you received. more than S400 in pan dividends (indue 
ca o*i»l |jm distributions! and othar. distributions on stoc 
complete Part It antTP^rt III. Please see page 9 ot the inslrc: 
boos. Wnie (M). (WJ. o ?<J). tor stock held by husband, wit* 
or jointly. Then answer the questions in Part III. below. If yo 
reeerv r d drwdends as a nominee lor another, please see pa; 



‘t dimnjfPTI Foreign Accounts and Foreign Trusls 
.^f^ou arc required to ilsl Interest In Part I or dividends in Part II, 

XJtt II you had a foreign account or were a grantor of or a 1ran»- 
■Srtflr to e (omen trust, you mutt mtwr bo in QuriHam In Part 111. 
Please see case 19 of tn« instructions. 


tX At any lima Ounng tha tat year, did you have an 
Interest in or a Signature or other authority Over * 
bank account securities account, or other financial 
account m a loreign country (see pace 19 ol inslrwc- 
lions)! 

B w.r- you the cantor ot. or transferor to. a foreign 


trust 
wheth ii 


*i4ch ousted during tha current Lai year, 
r ir not you have any bontndal interest In ■( 
If “Tcp." Wu may have to file Forms 3520. 3520-A. 

" \ 

(t?D®®lS e ffn35Em 


rr*: t 


7 Total (add fines 5 and €) . 

S Dividends before etch/sion (subtract 
7 from knt 4); Enter here and on 
1040. Bne 10a . 

Ttote: If your cao«l*< C 3,n distributions toV thy yWT do not • 
any gams before ffo». J. 1978. and eos/ do not need 
•h O to report any gams or losses] do ^ot Me thr " _ 
»fe Instead, enter fh? tarabfe paff of four car j‘. / 

i 


Si®] I Kl * I Q)J© WlTI ! f.U} L§“ M I.t y l»i 


kw@s ©MESiinnrii ©bo ©mkot® mi® m 

mimm 
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Underpayment of 
Estimated Tax by Individuals 

►* Attach to Form 1040. ►- See fnitructlrms on back. 

0 / 

’.•.’rfAJ 7) 

gure Your Underpayment (Complete lines 1 through 17) 

t« the 


*/ * 7 j'r'Z \ 99* / 7 


2 Lamed Im 

3 Tat credit 

4 Minimum t 
3 Alternative 

, 6 Social eecuril 
•’ 7 Uncoil acted i 
. 8 Ta* on an \Tu ( (from I 
9 Refundable /Business 

nna 62) . j . . . 

10 Total (ad / lints 2 thi 

11 Balance ^subtract Ttnf \C li 

12 Enter 80% ol the amount 


eederg a pstat penalty tar AH faer ptnmiu sUp lines 1 UirQf^lF and ge dlfretty to Ba a IX. 

6*) 

1040. bne 57) . . . . 

(from Form 1040. Dne 60) 

49a) 

040. nne4J|bl 

V tjp Wcome (from Form 1040. Bn# 31 






on tips (from Form 104a Une 31b) 
icluded on Form 1040. fine 52) 

lule B (Form 3468) Included on Form 1040. 


Payment Due Oates 


13 Olvide/amount on line 12 by the number of pajrj 
qulred! for the star. Enter the result In appropi 

14 Amounts paid on estimated fas and t»a a 

15 Overpayment ton line 17) from previous p 

16 Total [add lim s 14 and 15) . . . 

17 Underpaymen (subtract line 16 from line 13) < 
Overpayment [subtract line 13 from line 16) . 


tel 

Apr. IX l»ry 

Ol 

Jm »x t*r» 

fti 

feet, tv UTS 

V \ 

jJy ts. ttd 


*77 

ss f 7-7 

/// t-7 

✓W 7 7 



J. 

17*> 

A 

0? V 









7? r> 

fy 

*?Y 



ZE2Z. 

?f. f y 


> - 



18 Total amount ^aid and withheld from Jonotty 1 through^ 
tha payment dye date shown 





10 FaeentionV 1. — 1978 fa* . . . ► 1 * 

>D»V 11/1^^ 

m 

;s% w isrs u*' 

I<mA w isis/ill 

\ \ 

20 Exception 2 — T« on 1978 incemt u«mf 1979 ra<t* *nd 

UltAngfriy^ 


(KM JS% • ! Lu 

100". Ll lit 

21 Lsccption 3.-i-Ta» on annualited 1979 income (see work- 
sheet on back)\. . \ 



^l«M MS «Maj/ 

wwm 

22 Exception 4 — Ti* on 1979 Income over 3. 5. and 8-month 
periods (enaeh eOrnoutaKon) 

Imm KS •» iii , 

.//■Pf 

^jHhwr^l w tea 

^Ubr V7< •* in 



nifTi-Jiua Ho ' 




* 


fgure Hje Penally (Complete lines 23 through 27) 





— 7^r 




- 


4 

£Lh 



V 

*7 

y 







/sty - 



. 

^3 



\/ 

23 Amount ol underpayment (horn line 17) . 


24 Date ol payment 

25 (a) Number of days after due date of payment to and In- 

eluding date of payment or January 31. 1980. which- 
ever is earlier 

|b) Number of days from and Including February 1. 1980. 
to and Including date ol payment or Apnt IS, 1980. 
whichever la earlier 

26 (a) 6 percent a year on the amount shown on line 23 for the 

number of days shown on line 23(e) 

(b) 12 percent a year on the amount shown on line 23 for 
■ number ol days shown on line 25(b) . 

27 PenaM 


the nui 

Iir4 (^dd amounts on linas 26(a) and (b)). Check the bo* below line 66 
In the |o«« P'ovided. It you owe taa on line 66. Include the penalty amount in 
due a rfr lufrd ^ we will subtract the penalty amount from the amount on line 63 


Form 1040 and show this amot 
with your total payment. If you kre 

CONFIDENTIAL 
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Instructions 

• r. 


m. it yoo in #" »nd"Hdu*l 

• eoabHod far— r or Es**r- 


Cl. p to II. littpionl 

lo m* r~*l»y 

f J| If you OMiel mrrl >ny of m* tKrpboni 
to* » Mt«"«"t period. p to Port III. Ho— to 
fl>or« th* Pen* try. 

C Ho- To 

__ T*a — 

Of ll^li 

form lit rtf. 
lAt> |4 a»<l IS. 

o Ur« 14 Tow may fraat »»»* mox"l of •— 

cono lii tad a«*T »*m) FICA/ftBTA tar — 1^ 
KobJ I" |f 79 sa U It ml in oooal »w mH 
it lltly*- 

o Una I*. — tnfor any 
on Urns 17 mat is 
par— *antt. 


Ctudmc sell — ipfor— *1 tar Owl arclint ■ 3 »-y 
rrninrffl lari, t hr I9?B Htuffi mutt cover a 
12 mania pa*«o d *"d sJ»o- • t«a Uandity. 

o I. Taa on 19 78 Incrmt Ull«| 

Jiff Palos amt fi—taf—tt-Tloi rrcaai-on 
applies >1 ywf Ifff — »jr\Hotd«-( and nhouiig 
taa par— nts tsval Of trcrrfl Ur* las Our o" 
yoor 1971 Income usmy >979 rates tlncluO- 
|.«mpte-r— rant tar Out racJuOj—t a—r min»mu - 
li. Taw nrrrsl na lit* parsonai umrtioni a 
for 1979 9 m* us* tna alitor lads and ta- 
la ta your 1979 ratwor. 
o trceO<*an i Taa on AnnoaMaarf 1*79 I" 
CO— — Tiut yseaption aafbrt <1 your 1979 tar 
pry— -at oaual or a«c 

If any mualiinr tar I on your awviui 
lor p#—od I \from January 1. 1»79 to 
Mere* 31. Moy 31. or AarfvSt 31. 1979. To flpira 


nt 0 mod. art atm . . - t iun*rr >■ — 

ryt-- aW ^a* l, „ .000 
pan! lira 0 a**-ca slva by January 31. 1990. you u 

—y consMar U«o baianca pardaa of January IS. p*. 

1990. 

O. L r t apHon s lo Uw PanaPy. — Too -« «ot 
pay a paooity II your 1979 Iw pay— nts 
aortal to or not man ony 
Ktnt (Una 19. 20. 31. or 


Lrcaptlon 3 Wora- 
JI/79 partod. and 
fad taa (Part II. 
os at laaif 1200 


Iftan you »*avld nat a-a a paAaily faaan >1 o 
17, Part I I no- 1 an ondorpaymVll- ■■ “ 
o fraaaiton'H. Tar an 1979 Ineom* Orar 
Perred* */ 3. 5. **W » Months.— TM* aeraooon 
appMas 'I yowr 1*79 xUs pay—- 1* r»w*i ar ar 
ctad 90 parcant W IM U< 0-ck^"f «»*' 
ptoymanl lar but ndudtllf any rntnlifeum In) on 
your actual rnco — from Jan. 1. 1979 lo Mareh 
31. May 31. ar Auf. 31. 9979. folli- instrue 
bens (1) and (7) Id Ip" 0?* *»c«flt*9n. 

(1) Hpura your actual InCpma IroAi Jan. 1. 
1979 to m* a— d of March. MAp. or Auflrt. 

(7) r.pjr# your tar an aacti amount lhou|h 
N —os rn« anina 1979 m»m*J 



1 Actual sail rmplpymr— t *— eomi 
3 a Unit 

b Actual — *|ts lublrct lo TlCA 
e Annoalif a t*on amounts . . 

Ml.diy lin* 2b by II"* 2e 
a Su > tract Hn* 2d from Hna 2a 

H« j. na 1 or H np 2a. -h«ch, I, amaOar. by .081 


CONFIDENTIAL 

©C^Mt?0£e>[MJfnnLS^ILr — EF®®Ie?QD©gE2) BYJTMd 
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Computation of Investment Credit 

►» *ll3ch_io yow Ui 


/ /// //qs- v D. Rodhr>n 



to elect the provisions of the specified coda eectio«(s): 

banc and motefifng CSQP percentage under section 48(h)(1) 
itment to 100"'. for certain commuter tug hwey vehicles under section 46(c)(£) 
investment under section 46(d) by HI qualified progress expenditures mi 


investment In new or weed property acquired or Stm* true ted and placed m'eervict durm_ 
igress expenditures made dunng tne tax year and certaift^tor tai years and tb| qualified 
me instruction* lor line 1 ta 1 through l(j). 


Tax Uabilit 

11 (a) Individuals— Enter arho^nt from form 1040. Ima 17, page 2 . 

(b) Estates end trusts— Enter amount Irom form 104 1. Ime 27. page 1 . . . . 

(e) Corporations — Enter amount from Schedule J (form 1120), line 3. page 3 . 

12 (a) Credit tor tha elderly (individuals only) 

(b) foreign ta* credit 

(e) Tae on lump sum distribution from Form 4972 or form 5344 . 

(d) Potsaisions corporation tat cradit (coroorations only) 

(«1 Section 72(m)(3) penalty taa (individuals only) . 

13 Total — Add lines 12(a) through (e) . 

14 Subtract line 13 from ima ) 1 

15 (a) Enter smaller of line 14 or S2S.CC0. 5ee instruction M for special limits. (Mjftjed persons filing 

se5«|*tely, controlled coroorate *»oue*. estates, and trusts, see instruction lor line 15) 

' ‘“I 11 ' T,or * ,h,n ISfel ano you are a 1979 calendar y»ar ta*o.iyer. enter 60"/. of the e*cess 

dur ta* vear mot m 1980. enter 70% of the e*cetsl. (Public utilitiee, railroads, and airlines, 
instruction J.) 

18 Wt < ul1 reinvestment credit tim.tltiqn— Add lines ISfa) and (bl 

©@t?31?9®!IKnrDMr— W® 
©©MMomnii ®ca immki® mi® ifq[ 
©[IM©!© 
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(It property is disposed ot prior to the lite years used in figuring the investment credtffieylhstnjction £.) 



/ 

/ 
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1 



B a^urdlliel]. .1 ....... T . . . 1 2a 1 " — 1 


. — 



Wfk 

V^wWf* (itSnract line 2b Iroprfln* 2a) ?''V S 

2c 

)\m 4 af^oy^WMU^Nun ubry paid to younelf) 

N? 



4 Mattnala *nd :Ddpir*?S?^A ...................... 

4\ 



S Other csnWttacIi t^ou4) .................... 

S 

\“ * ’ 


■ Add IlneiU'jt. end . 3 iMtwi S... 

• 

■X 



7- 

\ - 


t Coit at (jeMrad Bwe 7 free* One t). Enter her* andonhaR T.'ttn* 2 . ► 

« 

: \ • 




Enter inlVfT»*yon lor youriall and your five h-fheii paid employ***, 
paid employ***. add npeni* account allowance* to th* *elan«* anj^ wap**. Hi 
he»» to provide th* inlormapon lor any employe* lor whom th* combined 


(a» 

tat \r -r *» J i 

Owner 


V’i_ 




2 ... 


J 

/ 

3 


4 

rONFTnFNTT^ / 

5 




Did you claim a deduction lor espeniei connected with: • > 

A Entertjmwienl facility (boat, raeort. ranch, ale.)? 

• living accommodation* (aicapt amployaa* on bu*ln*i*)f 

C Convention* or meetings you or your employee* all ended ewtald* th* U.5. or Its poviralonif (See Initructi^r 
D Empiojreev familirj at convention* or mealing*? . 

*L** Y *I-" anyol thei e conv ention! or meeting! ouinde the U S. or It! a 
l ^ 


UlOOvf MfvtNI r 


Nwoomct nivoinjwiaaiaii 


KK3)(UJ§I ©©RgOfflOWlI ®M AM® IFOMMlQ 

©IlKWO©!!© 
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SCHEDULE D 
JO^O) 


Capital Gains and Losses to b . r*port.d on 

Schaoula IK gains and lottil on stocks. bonds. and m"«J» imrotlmontj, and gains (but not 
■ ottrsl on personal oaiala luth at a iKxn* « |twd 7 ) 

► Attach to form 1040. ► Soo Instructions tor Schedule 0 (Form 10«0.) 


W9 



t jrou he»* ceorlaf less from y t p| before 1970. do not comp tala Parts ttl or V 


©@ M?s®[iKnr[iM^-4?®®[sx 

Wi ©MEflOWlli ®KT 

m^m©m 


m\ 


mtm 
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O fT#m» l<MO HH - 

mmary of Parts ! and II 



»... 2 


end 20. and entar thg.nf1; gain or (loff) here 


Combine Hi 

Noi*: Do n^^&mplete fine 22 If Xnei 20 and 21 ihow a jam. and there <1 * net gain on 
Vn*faadTsflflSftilj« Part, - 


«r thp.. 

Mn* a 20 and 21 mow a gain, and Dior* ii s nat gain on ftn* 7 or 19. 
60% ot lina 21. whichever is amallar. Enter raro if there is a loss or n& 



'a 21. Enter hart and on form 1040. Una 14 . 


antar 50% of Una 21, \ 

Itna 21: or. 

antar amount on Una 8 addrd to 50% of tho amount d 


b Ent^r hara and entpf as 
(Jl / Ths amount^n tint 
• ' (fli 0.000(51.50011/ 

. (Ml) TaiaWe income. 

Ho/e: If tne lai* on line 23a 
poll 1 y69 capita f ton c 




Cdmpulalion of Capita! Gaitv 


Una 1 4. the smallest of: 
la return); or. 

n on One 23b. eamp/efe Part V to determine 



7 2V3& 






. 72^3U 

- 



4’ 

23b 

x ; \ 


ii 




24 (tier the /mailer ot lm* 20 or line 21 (I 
line 18 lor form 4798. line S) la a got 
her/ It this Una or line 18 (or Forrri*4; 

■ ro on line 27 

26 E^ter imiller of Ima 13 (or form 4798. Una 

27 Enter im/llar of line 24 or line 26 . . 
nter 60% of amount on line 27 

29 Suptnct line 27 Irom Una 24 

30 Entyr 50%^ of amount on Una 29 

31 Add Ima 23 md Ima 30. Thii Is your capital gain dodueUl 


32 Subtrx 


, \ Corf(Du(ali' 

P r 4 K i d ^ f Cor^pf ? f • 


I from line 21 (or Form 4798, Una 9). Enter 

Dulaiion of Post 1969 Copitol Loss CarryoveTj 
(his port it the Joss on lint 23a is more' 


42 Pa 


I'iiy «' 


'Oun| on Ima 39 by 2 


44 Subtract line 43 Irom Gna 42 

' Hi 


© 
KJ®i 




H ©©MOWI! 
W0©1© 



33 Enter ion ihVwn on yw 8; if none, anler raro and fkip lines 34 through 38- 

34 Enter gam lhe^n on Ith# 20. It that Una it blank or mows a ton. enter raro 
33 Reduce any Ion line 33 to the ntant ol any gam on Una 34 

36 Enter amount ihnwh on (rn<i 23b . 

37 Entar imaiier of line 33 or 36 


38 Subtract line 37 Irom line 35 . 

Note: The amount e n line 38 if the et't of your ihorl larm capital loa* earryowar 
mat H from year! beginning «Mer 196? 


39 Subtract Ima 3 7 from Ima 36 (Note: ff you Hupped finaf 34 through 33, entar amount from lina 23b) . 

40 Enter ton irom Ime 20: If none, anler rero and skio llnei 41 through 44. ....... 

41 Enter gam mown on line 8 If that Ima If blank or fhowf a loff. »nt*r loro 


Jute any loti on Ima 40 lo the aatenl of any pom on Ima 41 . 


ate: \Tht amount on Una 44 It the part of your long. term capital lost carryover from J97"9 to 1980 
mat if from yeari beemninf after 1969 


aut oo>an.wiH! 


©MM® M3® 3F0G3M 
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SCHEDULE TC 
(F6rm 1040) 


Tax Computation Schedule 



• Your income on Form 1040. Una 3 *. shown >p the Tea Table for your filing 
I* more than 140.000 and you chrc«ed statu*. 

• You figu^your (at using Schedule C 
(Income Averagh**) or Form 4 726 (Meat- 

• You had more esemptions than w«rs mum Taa on Personal Service Income). 


j fjmr the 34 

, 

/V? VA2. 


2 Multiply 11 000 by tyftiy^Fryi ofMHmptlons claimed on Form 1040. Una 7 

2 

~Z-6po 


3 Tamable i^coma. SuVrpfrfjhMre /orp^Cs*^ ( Figure your taa on this amount by using tha Taa Rata 
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4 Income tai. Enter ta/ Rata Schedule X. Y. or £. Q Schedule G. or 
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4 




ft ypu are included in one) 
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c uie A (form iC40). line 40. is 
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nrd filing a separate ralum) 

A- v 
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I deductions, you don't 
r A Ju*r enter your 

I II. /me 3. of fhie 
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Ll on Form )040. 
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worldwide income j / 
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SCHEDULE D 
(Form 1040) 

•» lfc» TimwO 

loiftiftftl «*•*••• 

Capital Gains and Losses (Examples of property to be reported on this 

Schedule are gams and losses on stocks, bonds, and similar investments, end gams (but not 
tosses) on personal assets such**-* htrme or jewe*ry,l_ 

y Attach to Form 1040. y See Instructions ter Schedule 0 (Form 1040). 

Hg)80 
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Named) 11 v*o«m on form 10*0 

1 ftftl Mftlftl iKunly n.mMi 

Short-term ^arpital Gains and Losses — Assets Held One Year or Less \ 
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2 Gam from sale or 
Form 21 19,\ lines 
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• exchange of a principal residence held one year or less, from 
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1 \of net short-term gam or (loss) from partnerships and 
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; 
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4 Add lines 1, 2 4r»d 3 V 1 column f and colui 
n romhin* line 4. column f and hoe 4. colur 

Tlfl 0 a. 
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/ 
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nn a and enter the net Bain or (loss) / . 

“ if 

C If? 
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6 Short term capital^* ^»>over from year* beginning 

7 Net short term gam oK(los*V combine lines 5 end 6 . 
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13 
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16 
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[ after 1969 . 

17 

( 
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18 Net long-term gam or (lost), combine lines 16 and 17 


18 
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Note: It you have capita/ /on carryovers from years beginning before 1970. do not comp/ete rest 0/ form. See Form 4798 instead. 


Otherwise, complete thu /orm on reverse. 
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21 ,«* .Mr •*< « 22 *»"* *' «»'••» 


»o«" W } Wag* *nd Tat Slalamanl 1 980 


Coer • To oa tn.o aiih » mpior*. , FED! Aai u< 


WAGE AKC TAX STA 

l FED IKCCHI2 It ax WITHHELD a 8. C E E * 8 6 
3 F.l.C.A. EM^p 1 A x WITHHELD i 1.5H.67 

5 STAT. EMPLOYEE l J 0ECEASEC < I PEN 

942 EM F l II V SLE-T01AL ( ) CCRPICTIC 

6 AC V AN C ID 6 APNEHNC0HE-CRE0IT PA YM Eh 1 

7 E XCLUC A6L E S I C H PAY INCLUDED IN HE* 
b ARKANSAS WAGES TIPS ETC. 

<j ARKANSAS INCCHE 1AX WITHHELD 

EMPLCYEP FED. /T.T7~hC- 71-602C280 
EMPLOYER ARK./ I.C. NC. 6 5-07 1CCCI-C22 
GQVERNCR S Off'l CE 
PAYROLL ACCCUN11NC 
P C 80X 248 5 1 

LITTLE RCCK A R 72203 

EMLCYEt 5.S.N. 429-92-5947 
E CLlNTCN 
X 


TEMEM - I5E0 ~ V\ 

2 WAGES. C1HER COMPENSATION l34.995.9v 

4 TC1AL F.l.C.A. WACES J25.90C.C: 

SICN PLAN ( 1 LEGAL REP I I 
N ( 1 VCIC l 1 

a 1 -Of 

; i .cc 

134 .55 5.5 C 

I 1 • 7 2 7 . * *■ 

J 

CRIG1NAL COPY TO BE FILEC alTH cKPLCYEi 
FECERAL TAX RETURN. CCPY 2 TC 6E FILEC 
WITH STATE TAX RETURN. CCPY 3 PC* 
EHPLCYEE RECORDS. 

THIS INPCRMAI0N HAS SEEN SENT TG THE 
SOCIAL SECURITY AOMIN.. IN IE RNAL RtVENL 
SERVICE AN0 THE ARK. REVENUE CEPARTPEN'i 

cn magnetic tape. 
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_ m 0*o*'t' T >* n < ol tl» Tr*»»uf)r— Inlvmal Amoy* S«rvK> /|/a\ A A 

I 040 U.S. Individual income Tax Retom UesJoO 




Act helm. a** IrrtruCUru I 1- t»a war town 


*" ,U C.rr 

*T W £- 


rwylinl aarry i«I nrtill III nurt.inH*' *•*«' 

LO/tt /*9*i 'T f ^.yZv rv*S 

'•u IH.waa* iy iimi i«clw«i»t 


-/y/<+ 






>» »i »wi akttayduit^ 

x' rv-/jk /C 

w~ 


td % ? ? ZZHZ 

SpouM a social tmcunxy no. 

fJ'3 YQ-.JJ'JS 


| Vour occupation ► y? sQf > 

I Spousa s ecajoahon V s*~7~7-& * A/' y 


Presidential 

Election 

Campaign fund 


you want SI to gote-thra fund? . 
joint return, does your spouse want St to go to this fund? . 



B Do you live within tha kagal 
Irrmts of « city, vtllago, etc.? 

C In what county do you livai 

... \ . \ 

B>° Q No 

/ < Wx*r try 


Nou: Checking "?«” will 
not increase your (as or 
r*duce your refund 


lequested by 
Census Buruu tor 
Imnuc Staring 


I A Wharr do jrtu livs (actual location of 
midancft 7 (Sat pa|« 2 at Inst ructions.) 
* — / City. villas* aorou(n, etc. 

! S / r7—c c <yr 


O In wiul township 


\ twIlBiiw on 


Filial Status 

Chock only 


Single . - - - 

Merricd filing joint return (even if only one had income) 

Mamad filing separate return, Entar spouse's social security m. ebove end h 


..V 


n 


child, enter child's 


Heed of household. (Sea pep 6 of Inst/vaions.) If qualifying person is your unmarried p 

nema ► . ; . 

Qualifying widow(er) with dependent child (Year epouea died ► 19 ). (See pep Slot lastmctions.) 


Elections 

Always check \ 
the bat labeled 
ToufjtK 
Chack ol her 
boats it thf j 


Yourself . 65 or over Blind 

. Spouse 1 I 65 or over 1- 1 Blind 

t} First names of your dependent children wno lived with you ^ JjSS£jk£^— 


t Other dependents 

\ \ U) 

Cl 


iTooo 1< wJir 

ft) D<« rw wwwa* 
tas« m auir *r 

\ \ 




/ 

\ V 




/ 


) tnfer 

> boin checked 
' on be end b ^ 
) Ente* number 
( of children 
Ifkted on 6c ^ 

Inter number 


7 \Totat number of coemptions clsimed . 




licaao 

Please attach 
Copy 0 of your 
forms W-2 hers. 

If you da not have 
a w-2. see 
pe| i S of 


Plena 

emcr check 
or monar 
order ntn 


I Wages, salaries. Ups. etc 

) interest income (attach Schedule 6 if over $400) C 

10a Dfvioehd^fattach Schedule 8 if over $4 OO) j 10* EltJSion „*?*?.! 7 

c Subtract line 10b from line 10a 

11 Refunds of State end local income tease (do not enter an amount unless you de- 
ducted fhote teaes in an aarirer year — see page 9 of Instructions) 

12 Alimony received 

1) Business income or (loss) (attach Schedule C) 

14 Capital gain or (loss) (attach Schedule 0) 

15 40% of capital gain distribution# not reported on line 14 (See pap 9 of Iruiruchoiu) . 

li Supplemental gams or (tosses) (attach Form 4797) 

17 Fully taxable pension# and annuities not raported on line IB 

II Pensions, annuities, rents, royattiea, partnerships, etc. (attach Schedule 6) ,v 
|1I Farm income or (lou) (attach Schedule F) . . . . 

20a Unemployment compensation (insurance). Total received 

\ b Taaabie amount. If any. from worksheet on pegs 10 of Instructions 
71 Othsr income (ststs nature and source — mi pap 10 af instructions) | 


tructions \ . ' 

) ► 


g Toni income Add amounts in column for lines 8 through 21 


g 



24 



a 



2F 



27 

t 


Zt 



n 




*' zu. 


£ ZJJL 


?c P f 


<**f > 




t2^L£ 


Adjostnenti 
la lococi 

(Set 

Instruc 
tons on 
pap 10) 


Adissted 
Gross Incone 


Z3 Moving eapense (attach Form 3903 or 3903F) , 

24 Employee business eapenses (sttach Form 2106) . . 

5 Payments to an IRA (enter code from page 10 ) . 

25 ^Payments to lT<*ogh (HTR - 107 retirement ^pian . . . 

77 Interest penalty on early withdrawal of savings . . . 
2 S Alimony paid 

6 Disability income eselusion (attach Form 2440) . . . 
llO Total adjustments. Add lines 73 through 29 




Adioated gross incomt SuOtract line 30 trom line 22 If this line r* less than 
SI 0.000. see "Earned Income Credit" (line 57) on pages 13 end J4 of Instruc 
t.pnt If you want IRS to figure your tea, aee page 3 of Instructions , ► 


g'TfPrr 


1040 »I**0) 
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tar*" ICMO fltOOl 


Tu 

C«ip>- 

Utian 


32 Amount Irom l.ne 31 (ad/tt*»*tf grow income) 

31 If you Oo not Hemije'deductfon*. enter tero 

II you itemut. eowttiif Schedule A (Form 10*0) end enter 
Caution: ll^ou beve uneerneO income eno can be Claimed ea • OepenaenKon your 
parent * return. cnee* nere ► Q ana *ee page 1 1 of tne Instruction*. Aj*o tee ^|e 1 1 
of the instruction* if 

• ytw are married him* a »*i 
e/Teu file fo <« <561. O# 
a rou are a Ovai-etar 

34 Subtract line 33 trprrT'lme 32. Uu the amount on line 34 to find your ta* from the Ta* 

Tablet, or to figure your tat on Scheouie TC. Part I 

A>»e Scheouie IX. Part I. and the Tat Hate Schedule* ONLY if: 

/ a Line Mu more than 120.000 (340.000 1 1 you checeed fill*! Statue Soj 2 or J). Off 

f a rou M*e more oeempt.ons than an shown in the Tat Table for your fifing state*. OR 

/ a TouAf** Schedule G or Form <726 to figure your te*. 

/ Otharvyfae. you MUST uae the Tat Table* to find your ta*. 

»5 Tat Enter tai hare ana check it Irom Q Tea Table* or [^-Schedule TC . 

f3l Add /ion* l late*. fS«e Ml* 12 of HuiruetiOAi ) Enter here end check H from Q Form 49 
□ form 4972. O Form 5544. □ form 5405. or Q Section 72<m)(5) penalty ta* . 


37 Total. Add l.ne* 3S and 36 . 



Crtdiu 

fSe« 


3 * Credit for contributfont to candidate* for public office . . . 

39 Credit for the elderly (attach Schedule* HARP.) 

id Credit for child end dependent care eipcnaet (term**!*]) . 

<1 Investment credit (attach Form 3468) 

\4J Foreign ta* credit (attach Form 1226) 

41 Work incentive (WIN) credit (attach Form 4874) . 

44 Job* cradt (attach Form 5884) 

45 Residential energy credit! (attach Form 5695) . 

44 ' Tola) credit*. Add rine*~38 through 45 


47 Ealanta Subtract line 46 from line 37 and enter difference (but not la»» than Terpi - 


Other 

Taxes 

(Indudmi 

Aav»ne» 

EIC 

Payment*) 


SiRf -employment ta* (attach Schadule 5£) 

I Minimum ta* Attach form 4625 and cneck here ► Q 
i Alternative rpimmum ta«. Attach Form 6251 and check here ► 

Ta* Trorruecomputjng pnor-yaar investment credit (ettach For m 42SS) . . — 

i Social aecurtty^FlCA) ta* on tip incoma not rapotted to employer (attach Form 4137) 
k Uncollected employee FlCA and RRTA ta* on bp* (from Form W-2) 

Tat on an IRA (attach Form 5329) 

Advance earned income credit (EIC) payment* revalued (from Form W-2) 


54 Balance Add lino* *7 through 53 


Pry Bents 

Attach 
Fermi W-2. 
W-2C end 
W-2r 
te front. 


LA 


Tout federal income tai withheld . . 

HIC estiniiitd tu Mrmtnb and *moum ippbed item 1971 mum . . 
Earned income credit If line 32 i* under 510.000, see 

pages 13 and 14 of Instruction* 

Amount paid with Form 4868 

Licet* FlCA and RRTA ta* withheld (Two or more employers) 
Credit for Federal ta> on special fualt and oil* (attach 

Form 4136 or 4136-T) 

Regulated Inveitment Company cradit (attach Form 2439) 


3S 

'7S7Z 



54 



57 



\ 

51 



1 

51 

\7 


M 

v 


41 

L 



62 total. Add lines 55 through 61 


'7.T79 _ 


If line 62 1* larger than line‘54. enter amount OVERPAID* 

Amount of line 63 to be REFUNDED TO YDU . . . . ► 

Amount ef knt 43 to b* etplied la your 1911 utimstid lit ... ► I j 
II lint 54 a Urgif than line 42 »m»r 641AM CE BUL Attach check ar money uU> far lull ameunl 



C(»n,fitO AuSliC *CCUun1snT5 
wOkthcn bjilOing 

LITIlC hoc*. ao*AnSa$ T2201 
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Taj 

Compu- 

tation 


12 Amount from line 31 (adrusfed gr oss in come) . . 

31 It you do not itemue deducuonsrenter xero .... . 7TT>.-. ) 

II you ilewilt. compiti* Scpetfuia a (Form 1040) and enier the ■ mount Irom ScnetfoK A. Una 41 . . . J 
Cauoon: It you have unearned income end can be claimed ai a depend*/!! on your 
parents returryPncck ftere ► ^ end see page 11 ol the Instruction*. Al*o seepage 11 
ol tne Instructions if: 

• Tou If4 mtrnm 0 Wing a aeporeie return end your 

■ Tow Aw Form *561 0* 

• r(H. (» I Uuw-fUrui tlxn. 

14 Subtract line 33 from line the amount on line 34 to find your tat from the Tax 

Tad^s. or to figure your -tat on Schedule TC. Part 1 

Us*' Schedule TC. Pprfl. and the Ta« Pate Schedule* ONLY if: 

Line 34 It mere man 120.000 (*40.000 it you cAkwo Fifing St* rut gat 2 or Sh'-OR 
Tou n#v* rpor* exemption* Wien are mown ,n the Tea TePie tor your flung netua. OR. 

Tou u>« fcneovii C or Form 4726 to figure roar tea. \ 

nerwite./you MUST use the Tat Tables to fmd your tat. \ 

inly Us here end cnee* if from Q Tat Taoie* or ^Schedule TC A 

3il Additional taxes (See pan 12 ef instructions.) Enter nere and cnee* if from Q Form 4970. K 
' Q F or/n 4972. Q Form 5544. Q form 5405. or Q Section 72(m>(5) penalty Ua . . . J 


IP To tat Add lines 3S and 36 ► 


Credits 

(Set 
Instrve 
Horn on 
P»|t 12) 


31 Credit tor contributions to candidate* for public office . . . 

3* Credit for the elderty (attach Schedules RA RP) 

4) Credit for child and dependent care expenses . 

41 Investment credit (attach Form 3468) 

4^ Foreign tai credit (attach Form 1116) 

41 WoFk incentive (WIN) credit (attach Form 4874) 

44 Joos credit (atlacn Form 5884) 

45 \ Residential energy credits (attach Form 5695) . 

44 Voi 


Vote! tretfita. Add lines 38 Through 4S 


47 Saiancs Subtract >■"« a6 from n 


t 37 and enter difference (but not less than xero) 




Other 

Taxei 


4B SeH empioyment i*x (attach Schedule S£) ... 

41i Minimum'll. Attacn Form a62S and cnecK here ► I i . 

41b Alternative minimum tai. Anacn Form 6251 and check here ► Q . 

50 Tai fron^recoiHputing pnor-ysar investment credit (attacn Form 425$r . 

51 a Social security (FTCA) tas on tio income not reported to employer ( a rta eft, for m.4 137) 

Sib Uncollected employee F1CA and RRTA tai on tips (from Form W-2) 

52 Tea on an IRA (aftaen Form S329) 

51 Aovance earned income credit (EIC) payments received (from Form W-2) 


z~r 


54 Balance Ago lines 4 7 through 53 




Payments 

Attacn 
Forms W-2. 
W-2C ana 
W-2F 


55 Total Federal income tax withheld 

St 1980 (ttimairfl lax parmans ano amount applied from 1979 return 
57 Earned income credit. If line 32 is under J10.000. see 

pages 13 and 14 of Instructions 

Si Amount paid witn Form 4868 

51 Excess FICA and RRTA tacwithheifl (two or more employers) 
MnCredit for Federal tai on special fuels and oils (attach 

1 form 4136 or 4136-T) 

41 Regulated Investment Company credit (attach Form 2439) 


55 

S7JT72 I 

SI 



57 



58 



51 

7 


40 



11 

1 



42 Total Aod imts 55 through 61 , , 

4] If h«e^62 is larger than line 54 enter amount OVERPAID / ► 

44 amount of line 63 lo be REFUNDED TO YOU ~.T . . T A~.*TT7T. ► 

45 amount of b«e 61 ta be aseixd to your 1981 estimated tai . . ► I ** I I 

44 If line 54 ii Ur ter man lint 42. amaf BALANCE BUL Attacn checb or money eroar lor full amount 
payaOia ro ‘tnlernai Ataanuc Servtct ’ wnie your social sacunry numbar on cnech or money oidtr . . ► 

1 fon!Ll2lQ (IT 1 QQ jj j aaefiefl. i*« »au 15 ol Iruirucnonx) ► i _ 


Refund or 

Balance 

Due 


Please 

Sijn 

Here 

>i 

■ tarrect ene cintiui OMiaryiiM el IXM'I' (etna 
Pan | ■ tiHivi i.l>*.a 


Prtpjn^s 

4 ■ / 

a«o . 


Ca ^‘ ,r I Rrepor »ra aooei »ocunty no 

► □! vss jy yt*// 

Use Only 

F.fm t nrnivIC' ^ 

' ra ° 469 *° 4 

| Li. »»o ► 

• «o lOflftn 

A hflafFS^ilNA. ACC-v-.Tif)- 

| 2 IP coOb g. 


CCRT.Fito *u6liC aCCUL 
wOATmC* Ban* BuilO'NC 
UTTlC ROt A. ABimriSuLi 72201 
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Schedules A&B— Itemized Deductions AND 
(Form 1040) Interest anti Dividend Income 

► teach ti Fym KWTVIm lctrurt»*i Ht Sthgaks 4 » <fei 




{@80 


Nemed) n tnown on form 1040 


U; s/ c 




y^c*y y~ / 


Tour social socurtty number 


(not paid or reimbui 

insurance or otherwise) (Sc* page 16 of J*3tr0ctions.) 

1 Onc-hsff (but not more than 
unnct premiums you pal 
cart. (I« mi 

2 Madtcinc and drugs 

3 Enter 1 % / of For 
1040. line “ 

4 Subtract Ifne 3 tn^i line 2. If lint 3 la 
more t hart lint 2,/enter atro .... 

3 Balance cff Insur^ica premium! for medi- 
cal care oot entered on line 1 . . . • 

6 Other medical end dental expen*« 
a Doctors, dentists, nurses. etc. . . . 

I 


Schedule A— Itemued Deductions (Schedule 8 is on ba$k) 

(St page J7 ofTnstruclions.) 



b Hospitals . 
c Other (ttemire— include heanng eids. 
denture*, eyeglasses. transportation. 


\ 

through 6c) ... . 

8 Enter 3% of Form 104oSine 31 . . . 

9 Subtract line 8 from line T. If line 8 is 

more then line 7. enter aero . . . . 

10 Total medical end dental expenses (edd 
lines 1 end 9). Enter hire end on Ime 33 . ► 


(See page 17 of instructions.; 

Note: Gasoline taxes are no longer deductible. 


EjEJ 


21 • Cash conttifeuborts for which you have 
receipts or canceled checks .... 
b Other cash contributions (show to 
whom you gave end how much you 

«**•)► \ r- 


A — V 


I 


22 Other than cash (see page 17 of Instruc- 
tions for required statement) . ,i . J 

23 Carryover from poor years ..... 

24 Total contribution* (add Unas 21a through 
23). Enter here end on line 36 


Casualty or Thett Loss(es) 


v?</x 

($ee‘ page'll of Instructions J 





11 State end local income ...... 

12 Beal estate 

a// 


1) General sales (see sales tax tables) . . 

14 Personal property 

w </ 


yt 




i \ 



j \ 



16 Total taxee (add lines 11 through 15). 
Enter here land on line 34 . . . . ► 



If, V 27 -MB (See pjgeT7of Tnsfructions.) 

17 Home mortcege ........ 

sf£J 


18 Credit end Charge cards 

14 Other (itemue) fc- '£■'*’> sf C 

P ' J 


if' 



<?0<ro 





sis A r~ /"" J ' 

J<JJ~ 


<r < Crs't*A. /> *Ss?i t. T ' 

■sp_> 



•sjj-a 





20 Total Imarest expense (edd Ones 17 

/trio 



26 Insurance reimbursement 

27 Subtract line 26 tropr line 25. II line 
is more than (ine'25, enter aero 

28 Enter $100 or amount fr om line 27, 

whichever a* erne Her- - : 7 7 7 . 

29 Total casualty or theft loca(es) (wibtract kae 
Zt tree lie# 27). Enter hers end on line 17 . ► 


(See page J8 of instruclions ) 


30 Union dues 

31 Other (itemue) ti- 

Ptpml.-J C Is LS 


\\ — 

32 Tout miscellaneous dedkcQona (edd 
lines 30 end 31). Lour htn sr>d eh Ime 11 ► 

(See page 19 of instructions ) 

33 Toul medical and denial— Irom line .10 . 

34 Total tiies— from line 16 

35 ToUl interest — from line 20 . . . 

36 Total contributions— from lino 24 . . 

T7Talir CMuethTer’ theft leu(ii>— Irsm h*s 2S 

38 Total miecellenoous — from line 32 . . 

39 Add lines 33 through 38 

40 If you checked Form 1040. Filing Status box: 

2 or S. esier $3,400 ... .1 

1 or 4. enter 12JC0 

3. enter 11,700 1 

41 Subtract line 40 from line 39. Enter here 

end on Form 1040. line 33. (if Ime 40 
•i more than Ime 39. eee the Instructions 
ton Ime II on peg* 19 ) ■ • ► 


*4*1 


/ 6 roc 
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Scn.duiw **B tfo~~ I04Q) IMP 


Schedule B — Interest and Dividend Income 


Nimt(i) <J tnown o 






form 1040 (Oo not imtf nimi ana local security numoer it shown on ethar hoc) 


*»«« 2 


o iililltimt, Ci 


I Your »oci»l security numtar 

yjj_9 * 




___ __ Interest Income 
1 If you received more than J400 irviriterest. comolete Part I and 
Part III. Please eee Page 8 of the instructions to find out what 
interest to report. Then answer the Questions in Part III. below. 
If you received interest as'a nominee for another, or you re- 
ceived or paid accrued /(merest on securities transferred be- 
tween interest payment dates, please see page. 1 " 


Divided Income 

3 If you received mire than J400 In frosa dividends (including 
capital gam distributions) and other distributions on etoca. 
complete Part II end PaftJII. Please see page 9 of the instruc- 
tions. Write (H). (W). or (J\ for stock held byTiuiband. wife, 
or |Ointly. Then answer the Question* in Part III. below. If you 
tyed dividends as e nominee for another, pleaaa sea page 


Mame^f payer 

Amount 

Naihe of payer 

Amount 

: rc /is* jsvc X 

-zixj- 


^ JTa y** f 

7/S\ 


ii 

a z 


s*/c 

YfC 


/ 7 



*** V ✓fc- t r r 

fo/j • 


we / 



J \ \ 



S* , rs? I /sV * / 

i-L 





.v.frr-l / _____ 

•s<r~ 


\ \ 




. . Joe 


\ 






1 



1 



j 



1 f 



1 



i 



I 






. _ ! 






! 






' / 






/ 1 






/ / 



X \ 



/ / 



V \ 



/ / 



^ \ 



/ ( 



\ \ 






\ \ 





l 

\ > 



1 
























































1 







H 






2 Total interest Income. Enter here end on 
Form 1040. Pme 9 

4 7/J 









i>~r.«IU Fpretgn Accounts and Foreign Trusts 
If you ere reouired to-UstiiUgrgst in Part I or dividends in Part 11^ 
OR if you had a foreign account or were a grantor of or a trans- 
feror to a foreign trust, you must answer both questions in Pan III. 
Please tee page 19 of the instructions. 


4 Total of line 3 . . . J. X 
5~CapitaT~ gam distribu- 
tions. Enter here and 
on line 13. Schedule D. 

See Note Peiow . 


A At any time curing the tai year, did you have an 
interest in or a signature -or emer authority over a - 
bang account, tecunties account, or other financial 
account in a foreign country (see page 19 of instruc- 
tions)? . j 

8 Were you the grantor of. or transferor to. a foreign 
trust which ^existed during tne current Ui year, 
whether or not you have any beneficial interest m it? 
ff "Yes." you may have to file Forms 3520. 3520-A, 
or 926 


6 Nontaiebla 

non* — 


dutnbu 



7 Total (add lines Sand 6) 

8 Dividends before eidueion (subtract line 
7 from line 4). Enter here and on Form 

^ 1040. line 10a 




Note ff you received capital gam distributions for tne year ana 
you do not need Schedule D to reoort any otnsr gams or 
fossas. do not hie tnar acneduie Instead sneer aOV» of 
roui capital gain distribution! on Form I04C lira IS 
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SCHEDULE C 
(Form 1040) 


Profit or (Loss) From Business or Profession 

(Sole Proprietorship) 

Partner*hip*.-^oTnf Ventures. elCTMusl File Form 1065. 

► Attach to Form i&46 or Form 10*1. ► Sh Instructions fer Schedule C (Form 10*0). 


1M)80 


Name ol propntior 

"N. 1 Social security number ol proprietor 

A Mein business activity (*«e4nstruct»ons) ► r ^ r c. 

: product ► 

J~CA u/ ss * 


C Employer identification number 

;\ 

D Business address (nyfnber and street) K, - ~~~~ ~~ . ^ 

City. State and ZIP£ode ► 

! — L_t — ! 1 ! ! ! 


E Accounting methyl: (1) [Zl-'CesiK (2) 0 Accrual (3) Q Other (specify) ►_ 

F Method(s) used to value closing inventory. 

(1) 0 Cost /(2) 0 Lojrfer ot cost or market {3) 0 Other (if other, attach explanation) 


\ 


C Wes there any/mejor cnwige in determining quantities, costs, or valuations between opening end dosing inventory? . . 

If *’Yes." attach explanation. \ \ 

H Did you dedMCt expen'ses for an office in your home? V . A . . 

I Did you elect to claim amortization (under section 191) or depreciation (under section 167(o)) for a rehabilitated 

certified hiifonc stricture (see Instructions)? . . \ . . 1 . . 

(Amonizabi* basis /(see Instructions) ► ’ ) 


Ihcomd 


T 


la 


— 

lb 



i l 


1 ■ Cross receipts pr sales 

b Returns ind allowances 

c Balance (subtract line lb from line le) . . 

2 Cost of good; sold and/or operations (Schedule 0-1 

3 Gross profit (Subtract line 2 from line lc) . . 

4 Other income (attach schedule) 


s \atta 


5 Total income (sdtMmes\3 end 4) - 


le ' 

1 — 

■ 

2 

— “ 


3 / 



4 

T 


5 

i 

9 r£ 



Deductions \ 


6 Advertising .... 

7 Amortization . . 

8 Bad debts from sales or services 

9 Bank charges 

10 Car end truck expenses . . . 

11 Commissions 

12 Depletion 

13 Deprtuslion (explain m Schedule 02) 

14 Dues end publications . . . 

15 Employee benefit programs 

16 Freight (not included on Schedule Ol) 

17 Insurence r. i 

IB Interest on |busmess indebtedness 

19 Laundry end cleaning . . . 

20 Legal and professional services 

21 Office supplies 

22 Pension and profit sharing plans 

23 Postage I 

24 Rent on business property . . 

25 Repairs . j 

26 Supplies (not Included on Sc h edule Ol) 

27 Taxes . \ / 

28 Telephone . /, 

29 Travel end entertainment . . 

30 Utilities . ; I . . .... 






















































31 e Wages . 



b Jobs credit 
c WIN credit 
d Total credits 
e Subtract line 31d from 31a . 
32 Other expenses (specify): 

b LA 

e 4SL£JL 


r\ 

“tr 


-x 

~v“ 


33 Total deductions (add amounts in columns for lines 6 tnrough 32s) . 


34 Net profit or (loss) (subtree! tine 33 from line 5). If • profit, enter on Form 1040. line 13. end 
on Scneduie SE Pen li. line 5e (or form 1 O* I line 6) It a loss, go on to line 35 


35 ll you neve e loss do you have amounts tor whicn you ere not "at nss" m this business (see instructions)’ 


n Yes n No 
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Sc»»0«i* C ICM01 1910 


*»«» 2 


SCHEDULE C-l.— Cost of Goods Sold and/arJlp<ritTons f Sc*-Scfieoule C Instructions tor Pan I. line 2) 


1 inventory at beginning of year (if diharenTfrom last year's dosing inventory, attach explanation) . 

2 a Purchases ...... /; . . 1 2 a 1 

1 






b Cost of items withdrewn^fdr personal use \ 2t> ' ,A. . 

c Balance (suotract line 2b from line 2a) , 

2c' 


T" 



4 Mitintit and tupplin » • » » . • » 

4\" 



5 Other costa (attach schedule) . ?' s n, • • 

5 '] 



6 Add lines 1 2c and 3 through b- \ . 

6 



7 Inventory at inp of year • - \ 

7 




8 Cost of goods <old and /or/operations (subtrict lm* 7 from lint 6). Enter her* and on Part 1. line 2 . ► 

8 

r 




4 Depreciation claimed in Schedule C-l 

5 Balance (subtract line A from line 31. Enter here and on Pert II line 13 


SCHEDULE 0^3. — Lxpense Account Information (See Schedule C Instructions for Scfi^dule C-3) 


icftgd 

lining 


Inter information for yourself and your five highest paid employees. In detarminkfif tna five highest 
jeid employees, add expense account allowances to the salaries and wages. However, you oon't 
have to provide the information tor any amployee for whom the comoined amount is less than 
>25.000. or tor yourself if your spans# account allowance plus line 34, page 1. is leas than >25.000 


-7 

tiWBii •cceunt / 

fs> 

% i*l»r.»* tna min 

Owner . . . \ 

1 1 . 




*** 

2 ... — 




3 { 


A^. 


4 . ; 

' " - 

5 > 




Dio you ciaim a oeouction for expenses connected with: , * 

Yes 

No 

A Entertainment j facility (boat, resort, ranch, etc.)? 

8 Living accommodations (except employees on business)? 

D Employees' lamilies at conventions or meetings? 

If *'Yei." were any of tries# conventions or mattings outside the U.S. or its possessions? 

E Vacations tor emoiovees or tneir families not rtooned on Form w-2* . . 

— 

— 
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SCHEDULE D 
(Form 1040) 


Capital Gains and Losses (tximplCT ol property to be reported on this 

Schedule arc gams and totin on stocks. bond*, and similar investments. and gam* (but not 
knm) on personal mats such as • hom* Of-jauelry.).^ 

► Attach to form 1040. ► Soa Instructions <er Schedule D (Farm 1040). 


fl®80 


himtlkl as movn on form 1040 


n 


Short-term Capital Gains and Losses — Assets Held One Year or less 


□ 


llitaix. too iyii«)nir 

•t "V u.i 7 

a. on. 
u»- . 4«rf»0 

os*-. »r. r J 


l Uv v «» 
hw » MWM 

Ml iT' "' 

l ton 

BU (4) MMnc* Mi 

n ui 

r «sia 
ui aaSiraU (•) 

1 <Tc~.*»c 2. -7 / 

/ 





\ 



.. /. / 





\ 

\ 


— 

/ / 





\ 








\ 




/ / 







\ 


/ 






\ 



f jr ^ 

: 



S 


1 

1 /JO 


. 1 






| 

i 








i 



1 1 









\ i 







i 


2 Gam from g^ala or exchange of a principal retdinca held ona year or less, from 
Form 2119,\ lines W or 11 

2 


|§§ 

/ 

/ 


3 Enter your share \of net short term gain or (loss) from partnerships and 
hducianes 

3 

/ 




4 Add lines 1. 2 ind 3\i column I and cotur 

5 Combine line 4. colump f and line 4. cotur 

1M1 

4 


—j 

/JO 


nn a and enter the net cam or (loss) 

*1 

< //*>. 

> 

6 Short term capital Joss Carryover trom years beginning 

7 Net short term gam or floss), combine tines S and 6 . 

after 1969 . . 



( 

) 


\ 

7 

X */*✓> 

1 


Lonj-term Capital Gams and Losses — Assets Held More Thprj One. Year— 


8 




































TTT Xl 


- 




✓-TP 













•V." r */i » v .■f-L.C 









A J?*~ X VJ.fVZ 







/ vV 
















r>, 




i 1 





\ \ 




‘ i 





> N 




9 Gam from Sala\ or exchange c 
from Form 2119, tmas 7, 11, 
10 Enter your i snare ef-nat te 
hducienes i 

>f a principal residence held more than one year, 
, or 18 

9 


§f| 



mg -term gem -or- ^ loss) from partnerships and 

10 





11 Add lines 8. 19 and 10 in column f and colui 

12 Combine line 11. column f and line 11. co 

ron * 

11 

/jrr- 

v 

/*/ 


tumn g and enter the nat gam or (loss) 

12 \ 

< //✓> 


13 Ceortal asm distribution* . . . _ .... 

13 



14 Entar gam. it applicable, from Form 4797, line S(a)(J 
13 Enter your Chare of nat long term earn from small busi 


14 



ness corporations (Subchaptsr S) . 

13 



16 Combine lines' 12 through 1! 

17 Lena term capital loss carrvm 


16 

S/S> 


rer from years bcimnini after 1969 ..... 

17 

( 

> 

Lj 

18 Net long term gam or (lost), combine Imes 16 and 17 

18 

OvS 



Note: It you hare capital Ion carryover* from yaari beginning before 1970. do not compiata ra*t of torm. See Form 4798 instead 
Dtnarwiie, complete thu torm on reverse 
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J2SHM Summary of Farts I and II 



19 Combine line* 7 end 18. andVter the net |im or (loss) here 

20 If Ime 19 snow* a jam 

a Enter 60*/* of Ime lg'or 60% of line 19. whichever t* smaller. Enter tern if there ii 
entry on line 18 > 

If (he amount yo/i enter on thu hnejrt ither than zero. you mey be JiaOfe for the eltecpative minimum 
L»jl See Form 6251. 

b Subtract line^Oa from lm$49. Enter here and on Form 1040. line 14 . 

21 If line 19 snw 

a Enter one ot the lollov. 

(i) It lm%7 is zero M a net gam. enter 50% of line 19. \ 

(m) tf line 13 ia zefo or a net gam. enter line 19: or. \ 

(ii<) If line 7 eno/me 18 are net losses, enter emount on line 7 added to 50% of tha amount on 
line 1 18 . . 

b Enter here and epter as a loss on Form 1040. Im« 14. tha tmeilast oh 
(«) Theiamounl on lina 21a. 

(i<) S3 .000 tSliSOO if marnad and filing a separate return): or. 

(hi) Tasioie income, as adiusted . 

Note: If thfc foss pn line 21e is more than tha loss snown on tine 210, complete Part IV to determine 
post il 969 capital loss carryover from 1980 to 1981- 

Computation of Post-1969 Capital Loss Carryovers from 1980 to 1981 

lirili W (Complete this part if the loss on line 21a is more than the loss shown on line 21b) 


Cm 2. 


llb 1 


Section A. — Short-term Capital Lass Carryover / 


22 Enter loss snow\^n lm^7; if none, enter zero and stop lines 23 through 27 — man go to line 2l^y/ . 

23 Enter gain snown online I^lf that line is Wanh or show* a loss, enter zero . . . . . . 

24 Reduce any loss on ime 2? to the extent of any gam on Ime 23 , 

J 



J 



V 

24 



\7 

25 



26 Enter smaller of line 24 or 25 ............... _...... 

26 



27 Subtract line 26 from fine 24 

27 



Note. The amount on lint 27 is the part of your snort term caoitaf loss carryover from 1980 fo 1981 
tnal is from yean oeqmnmg after 1969 

n 

llpsp- 

• //; • 


Section B — Long term Capital Loss Carryover 


n 

28 Suutract line 26 from line 25. (Note: if you skipped lines 22 through 27. enter amounf from fine ^lf>) . 

f \ 

29 Enter loss trom ime 18; if none, enter zero ano slup lines 30 through 33 .V 

! V. \ 

28 



29 



30 



30 Enter gain gnown on lme - 7.~!f'thil tlna i* Ofensur trows a toss enter zero . . t . . . . . 

31 Reouce any 1 loss on line 29 to tna extent of any gain on line 30 

31 




»\ 



j f 

13 



Note: The entounr on line 33 is the Bart of your long term ceoitel lots Carryover from 1980 to 198J 
tnet islfrom year j peamnmq arte' 1969 

WM. 

Ww- 


fc- : 
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Si 

UJ Ui • 

si: 


SSSISsS 

•w • * . 

sssssss 

iSS5°'5?i5 


SSS2SSS 

s^ssls 

53S~SS 


stgggs: 

ssilsss 

?28“" 


sss 

III 

SSS 

sss 



o* 

.3 
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SCHEDULE SE 
(Form 1040) 


Computation of Social Security Seif ’Employment Tax 

► See Instru ctions for Sche dule 5E (Form 1040). 

"£►” Attach to Form 1040. 


n on ub«l wo 
^2 


Nim* of mii employed person (as 

/S //£ /?/*-y a /s. 


Mrt-onpieiad person ► | Jj~> j 2 J~J> C 


Computation of' flct Earnings from FARM Self-Employment 


Regular Method f \ 

1 Net profit or (loss) (rt»m: ^ 

HP 

It 




lb 







Farm Optional Method / 

3 If gross profits from farming are: 

p 

\ 


b More tha/i £2,400 and the net farm profit is less than £1,600. enter £1,600 . . . . J 

4 Enter here lend on/hne 12a. the amount on line 2. or line 3 If you fleet the farm optional method . 

ip 

1 


■ JffgIM fompJtation of Net Earnings from NONFARM Self-Employment - j 

m 

Regular Method j 

5 Net profit oj (loss) from: 

i Scheduled (Form 1040) 

Si 

! /f-rr 



5 b 

1 


c Service asV minister, member of e religious order, or a Chnstian Science practitioner. (Include 
rental value\of parsonage or rental allowance furnished.) If you filed Form 4361 and have not 

revoked that exemption, check here Q and enter zero on this line / 

d Service with a ''foreign government or international organization .... .... y . 

sA. 

i 


Sd 




5* 



6 Total (add linos 5a tft(ou|h^c) • • . 

6 



7 Enter edjustments if any (attach statement, see page 29 of Instructions) . . 

7 



8 Adjusted net earnings or (h*ss)^rom nonfarm sell-employment (line 6. as adjusted byline ; . . 

Note: If line 8 is £1.600 or more or if you do not elect to use the Nonfarm Optional Method, Skip 

tines 9 through 1 1 and enter amount from Ima 8 on tine 12b. 

Nontarm Optional Method 

9 a Manmum amount reportable under both optional methods combined (farm and nonfarm) . . 

b Enter amount from line 3. (If you did not elect to use the farm optional method, enter zero.) . . 

c Balance (subtract line 9b from line 9a) 


$1,600 

00 

9b 



9c 



10 Enter two-thirds of gross nonfarm profits or £1,600, whichever Is smaller 

10 



11 Enter here and on line 12b the amount on line 9c or line 10. whichever is smaller 

11 




■ITTitlT Computation of Social Security Self-Employment Tax 


v\ 


12 Net earnings dr (loss): \ \ 

• From terming (from line 4) \* ' 

b From nonlarm (from line 6. or line 11 It you elect to use Vie Nonterm Optional Method) . . . 

13 Total net eammgs^r Jloss) from Mlf -employment reported on lines 12a and 12 b. (If line 13 to lets 

than £400. you are not subiect to self -employment tax. Do not fill In reel of schedule) 

14 The largest; amount of combined wages and self-employment esrmngs subject fo social security or 

railroad retirement taxes for 1980 is . 


15 a Total "FtCA" wages (from Forms W-2) end "RRTA’' compensation 
b Unreporttd bps subject tD FICA tax from Form 4137,T?ne 9 or TO 
RRTA . i . 


IS* 




c Add lines ISa and ISb . 


16 Batence (subtract line ISc from line 14) 

17 Self-employment income— line 13 or 16, whichever is smaller 

18 Self-employment tax. (If line 17 is £25.900, enter £2.097.90; If less, multiply tha amount on line 17 

by 081 ) Enter here and on Form 1040, line 48 . . . 


$25,900 
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SCHEDULE TC 
(Form 1040) 

Tax Computation Schedule 


DwiMt «f t>« IfMwrr 
launul trvii SanUo* 

Attach to Form 1040f'"'^ s ^ 

U SiOU 


N«ms(<) *i shown on Form 1040 x 

(Jj , , t r ** i* \7 C £. " st-e y / ^C?£> x^C-t*-'*''' 

ComputatiofyOf Tax for Taxpayers Who Cannot Use the Tax Tables 


ITOur social svcunty numtur 

I s'?? <p^ 


Use this pert to figure Vour tax if: 

• Your Incoma or/Form 1040. lint - . 
is more than 520.000 and you fh'acked 
Filing Status Box U 3. or 4 on Form 1040. 


____ mron FomrTO40^line 34. shown In th| Tat Table for your filing 

more than 340.000 and you checfcgd status. \ 

'X • You figureyour tax using Schedule G 
(income Averaging) or Form 4726 tMaxf- 
• You had more exemptions than wera mum T*i on Personal Service Income). 


1 Enter the ampunt fronV^Form 1040, tan# 34 

1 

\ rr '3 f 


2 Multiply 51 pOO by the total number cf exemptions claimed on Form 1040. line 7 ..... . 

V 

\ 5* OC(P 


3 Taxable income. Subtract fine 2 from line 1. (Figure your tax on this amount by using the Tax Rate 
Schedules or one ef the other methods fated on line 4.) .............. 

i 

\ 

1 r* /*4 


4 Income tax. Enta/ tat and check if from: QrTex Rate Schedule X. T. or Z. Q Schedule G. or 
P Form 4726. Also enter on Form 1040. fine 35 

“1 

4 i 

1 

1/7 



1^,01 Compulation tor Certain Taxpayers Who MUST llemtie Deductions 


If you are included in one of the 
groups below, you\MUST itemize. It 
you must itemize and the amount on 
Schedule A (Form 1040). line 40. is 
more than you^iterrnzed deductions 
on Schedule A. In ye 39yyou musf com- 
pete Part II belol ^ hi 

You MUST itemize yoi 


ring your tax. 
deductions if: 


A. You can be claimed -as a depenot 
on your parents’ return end had merest, 
d'vioenos. or other unearned income of 
St. 000 or more and had earned income of 
less than 52.300 if smgie (less than S1.700 
il married filing a separate return). 


line 3. of this schedul*. If this Is the case, 
don’t complete /Part R. Go back to Form 
1040. Ime 33. /bnd enter $0. Than go to 
Form 1040. ti^e 34.) 

C. You file Form 4$63 to exclude Income 
from sources in U-S- possessions (Please 
see Form 4563, and Publication S70. Tax 
Guide tpt U.5 Cimans Employed in U.S 
Possessions, tor more details.) 
xll. You had dual status ai a nonresident 
'alien lor pea o I 1980. eno owing the rest 
Of the year you were drther a reticent ah*" 

or a U.5. citizen However, you don t niwe 

don’t have to itemize if your spouse must te-ilemize'rnrmt'ehd ot 1980. you were 

itemize only because he or she is de- a nonreaidant alien mimed to a U S resi- 

scribed in A end enters earned income in- dent or citiien and file a joint return report 

stead of itemized deductions on Part ||, ing your comemed wortowioe income 


Note II your earned Income Is more 
then your itemized deductions, you don’t 
have to fill in Schedule A. Just enter your 
earned income in Pert II. line 3. of this 
schedule, unless you ere mtrn^d filing e 
separate return and your spouse itemizes 
deductions. Generefly. your earned income 
is the total of any amounts on Form 1040, 
lines 8. 13. and 19. See page 11 of the in- 
structions for Form 1040 lor more details. 

B You are mimed filing e separate re>- 
turn end your spouse itemizes deductions. 
(There is an exception to this rule. You 


1 Enter the amount from Form 1040. fine 31 

. I 1 


12 or 5. enter 33.4001 

2 If you checked Form 1040, Filing Status Box: U or 4. enter $2,300} • • 

[3. enter 51.700 . .J 

3 Enter the amount from Schedule A. line 39 

2 



■ 


E 

a 

3 



Caution: II you can be claimed at a dependent on your parents’ return, see the Note above Be sura 
yop <hrck the boa below fine 33 of Form 1040 

4 Subtract link 3 from line 2 

4 

5 Add fines 1 end 4. Enter here end on Form 1040. fine 34. (Leave Form 1040, fine 33 blank. Disregard 
the instruction \o subtract fine 33 from fine 32. Follow the rest of the instructions lor Form 1040, 
fine 34 ) 

'5 




The example below may help you 
to complete Part II 
Example — welter Green, a single md<- 
vioual. is claimed as a dependent on hit 
parents' rcture. Walter's adjusted gross in- 
come. Form 1040. xme 31. is S4TXJC Of 
this amount. 31.900 was earned income 
from a summer Aoo end 32.500 was un- 
earned income that he received as a bene- 
ficiary ol a trust Because Waiter is being 
Claimed as a deoendent on his parents’ re 
turn and has (unearned incoma of 51.000 
or more and earned income of less than 


SZ300. he must use Part II of Schadule 
TC. waiter knows that his total itemized 
deductions are only 5500. Since this is 
less than ms earned income (51.500). ha 
does not have to complete Schedule A. 
WeHec enters 52.300.- the eer* bracket 
amount tor a single individual, on tins 2 
of Part II and his earned income on line 3 
He competes Pert II as snown below and 
enten the total of 54.800 on Form 1040. 
fine 34 He then firures hie tat uung the 
Ta< Tables at exoiamed in the instructions 
for lines 34 and 3S on page 12 


1 Adjusted gross income . 54 000 

2 2«ro oracket amount tor 

a smgia individual . . $2,300 

3 Earned income , x . 1-500 

4 Subtract fine 3 from line 2 BOO 

5 Add lines I end 4 Enter n e re 

end on Form 1040. Ime 34 . 54 800 

Note’ If Welter's itemized deductions ere 
more tnan hit earned income, ne must 
complete Schedule A first 
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.-2106 1 

r» »i 

Employee Business Expenses 

(Please use Form 3903 to figure moving expense deduction 1 
► Attach to Form 1040.^^ 

fl©80 

Tool nj.ne . 

/S ,//*/<■ ./ 



soc<ai vccur.iy tiumaci^v^l Occupation m wn.cn eipenses were meuned 

•At,? 6^ ./yt-7-7-c + yyr y 

(mpiOyfr t name 



Employer s aojrtSk 
/- ^^2 * 




Insi ructions 

Ole this form to inoV vauf hu»' 
p«n|tt *1 an emp'0/cc iuf ; 1990 
• mounts 

• You one 

• You chargeo *° Yt> ur empioyrr 
credit card). 

*- a you received «|r'in £Cvane^/eMowu-ic« 
repayment 

Several 0uPUe«t>Or>s aveilabfe from IRS. t'v« 
more inJurmat.on about busiest eipenses 
Publ>ctt<on «b3 1 Travel. Entertainment. «np 
C.M £ib»''ies I f 

Publication 529/ Miscellaneous Deductions 
Publication 5*7/ SuS-ne/l Use or Your Mom* 
Publication 504. £ouca/r>on«t troenses 
Pert t. — You t»n deader some Oulintsl fi 
p«ns(l even I* ydu 00 npi -termite yuu' utOuC 
(iom on icneoutel* (fo’rp 1 0-*C J Etamoies arc 
tipe-nses tor travel (cit<ot eomm u ti"| to »nc 
tram work), meet or Ipog'ng Lilt these ti 
pensei >r» R»rt • ejio u*e|tn»ni in tig-inn; your 
•Oiuttea f'OSS income on Form 1040 line 31. 

lute 2 —you can oeouct mmi a«e iooc ,r » 
costs ir you were on • Dusmess t'P «»«r trem 
your n>».n pt«ce o^ «o'k , Oo not occur. the 
COt: o' mil's you it; 0"> one cay trips wn ( n 
you O'O not neeo s-ee^ o- ret. 

line 3 — If you uS* yOur\ o-n ear ir. vo..r 
work you cm oeaucr the ecs\ of the tui-"es» 
Enter tne cost here »h»r figuring .t in Parti 


■ipmrrYft tsuch «s c«x. Oil. repec 
— or on a mileage r*te 
Tne mileage rate it 20 cents « mile up to 
IS. 000 miles Alter tn«t. or tor «tl punnets 
rmlcare on « tuHv Ocp*eci*teO C* F the rate >S 
11 cents a mile A car whose cost is Pein( (•( 
ureO unoe> the mu*a|e rat' it contioerao to 
have a useful IHe o> S years If in any year actual 
• spenses are elaimao using a useful tile ot less 
than $ years, use of the mileage rate alter that 
shorter useful tile w.11 t>» limited to tic pe> mile. 
(For depreciation. see Publication at 3 ) 

Fi|ure your mileage rate amount ano aao it to 
the business part o> what you Spent on tne eai 
for parking tees toils, interest, ano State ano 
local takes tescepl gasoima tat). 

Line a — If you were an outfOe salesperson 
with otner Dusmess espenses list them on ime 
a Eaamoiet are anting eipenses O' eipenses 
tor stationery ano stamps An oursiOe sales 
person ooes an selling outnoe tne emoioye' s 
once o' Business. A oriuer-saiesperson -nose 
ma-n Outies are service ano oenvery suen as 
ocnvering oreao o' mils is not an outside saies 
person (For outsioe salesperson, see Publics 
lion afii.) 

Line $ — snow Other business eioenses O" 
Ime S if you r emoiover rtoa-0 you for tnem if 
you weie repaid tor pan o' them show here me 
amount you were reped. Show tne rest m Pant 


use Enter me cost ner e »n»r i.guung .t >n Pans 11 changes / L 

PART' I — tmpmyee^usiKess Expenses Deductible in Figuring Adiusted Gross income on Form 1040. 

ri — : — — r — t ^ \ 


Part It. — Y0U\Cfh oeouct Other business ti 
penses only il (a> your amoioyer od not repay 
Of 0 ' 1 - ano th) you Vemne yo if oeouctions cn 
Vs^eouie A (Form 1040). Recon these e*oensei 
herexg;no unoer Miscellaneous Deductions on 
Slhedu>* A Examples are union or o'ofessionai 
oues ano 'eioenses to' foois ano uniforms (For 
oetaiis see'Pubiication 529 ) 

You can oeouct eioenses tor business use ot 
the pan of youk noma that you emdusiveiy anc 
consistently use \for your \work If you are not 

seit -employee yolf' workup at home must Be 
tor your amoiore' t convergent' (For Ousmass 
use ot home, see Pu^lieatiO 587.) 

If you show education eioenses in Part I or 
Pan It. you must Ml but Part III. 

Pan tit. — You eanWeoucii the cost of educe 
tion that halos you keep or >mprov* your smMI 
tor the too vou have pow This includes eouca 
tion that your employer the! law. or regulations 
reouire you to c*t m truer to kato your too or 
your salary Do not deduce the colt Of SluOy 
that helps you meet (ne oaS’C rtduirements lor 
you' too or helps rOf c«* 4 new 100 (For ecu 
canon eipenses sec Publication 508.) 

Part V —if you rreoe >f a ca' you used in 
business tor a ne- one ybu also used m bus- 
ness mi out lines 1 tnrpugn 15 It you aid 
Cain lor the new par or tr/toed in a car not uirn 
in hue. nest Mi/oui omy t.nes 10 through 15 
Relieu'e me cavt lor aeoreceton each year m 
t V j/t your percentage of business use 

' Line 31 


Fares for airplane. Ooa:\bus. taneep. train, etc 

2 Meals and lodging . . \. \ 

3 Car eioenses (from Part ivNineJ?!) ...... ... 

4 Outsioe saiesperscn s expenses (s*c Pon I instructions above) ► 


■^j 


5 Oner (see Part i instructions aoowe) ► .. 


6 Add imes 1 througn 5 

7 Employer's payments for these t 


■ penses •< not included c 


8 Deductible Duress eapenses (subtract tme 7 from line 6) Enter here and include on Form 1040. line 34 

9 Income from ti<c$s Ousmess eiper.se payments (subtract fme 6 from line 7) Enter nere ano irtciilot on 

Form |040 hhe\2J x 


PART II — Employee Business Eipenses that are Deductible Only it You Itemize Deductionsion Schedule A (Form 1Q4Q) 

1 Bus ness expepses not incluoed above (list cipense ang amount) ► 

2 Tota' Deduct bnoc' Misren;n»< 


s Oen.ii 


. Schedule A (Form IQ-SQ) 


PART 111 — Information About Education Expenses Shown in Pari I or Part II 


1 Name of eoucducnj 


lulon or activity ► 


2 Address ► 

3 D>0 you need |n>s^e0ucation to meet the PJSiC requirements for your too’ 

4 V/.il tn.s StuOy jpr^gram qua‘-'y ycu far a new |0t’ ... J ...*... 

5 if your arjwer;ic( cjes* r" 1 J' J is Nc e«.-.:ain (|) ..n y y c u are retime r>e eoucai or. and (2) what i 
me courses yoiu |too» ano y o-jr job ill you need more soace. attach a statement ) ► 




. Yes '_2 No 
e reiationsino was Between 


6 List your rr.am Subi*ct- or cescripe vour cJucational activity ► . 


yaim 2106 tt«aai 
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r».~ ?tc« imei **«» 2 

PART IV. — Car Expenses (Use eilher your actual expenses or the mileage rale) 



Car 1 ~ 

Car 2 

Car 3 

A. Numoe' Ol montn* you used ear lor Ousme^tJuf mg 1980 

B. Total m.ieage for montns in line A s' 

C Business oan ol ime B mileage / 

(TtOftthi 

v . mPiftthl 

months 

miles 

X . mil** 


mite* 

^Nhllts 

milt* 


Actual Eipenses ( include eaotntCX ye>< C"|) trie moninc »no«.n m tint A. IDOvt ) 


1 Casolme. oil. luorication. etc/ — f~ 

— 






3 Tires, supplies, etc. . / ... s'" 




4 Other, (a) Insurance J . . . X 




(b) Ta*es 




(c) Tags and'licenses / . .. 




(d) interest j . . ./ 




(e) Miscellaneous . 




5 Total (add lines 1 through 4/e)) 



1 ( 

6 Business percentage of oar use (divide Ime C by Ime B, 
above) ... 1 .. 1 

- 


' 1 s 

I f 

7 Business part of car eibensc (multiply ime S by ime 6) . . . 

B Oeoreciation (frorr| Part VI. column (h)) 

9 Divide Ime B by 12 montns 






1 




10 Multiply Ime 9 Cry Ime A. above 




11 Total (aod ime ^ and ime 110 men skip to Ime 19) 





Mueeee Rate 


12 Enter tne smaller ol (a) 15:000 miles or (b) tne combined mileages from line C. above 

miles 

13 Multiply Ime 12 by 20g (lit if car is fully depreciated) ano enter here 

14 Enter any comomeC mileage Vom ime C that is ove' 15.000 mues ... 

1 /JTS 

miles 

15 Multiply Ime 14 by lid aod enter here . . / 


16 Total mileage tipenst (aos Imei 13 and 15) . . 

/ *3 

17 Business pan of car interest and State and local taies (eieeot gasoline tae) 


18 To:a (aoc imts 16 a«c I7t ^ V 

rC 


Summary 


19 Enter amount trrm imt 1 1 or line Ifi- whenever you used ... 

20 Parking lees and tolls 

21 Total 'adc (met 19 and 201 Enter ne>e and m Pan I. ime 3 

PART V. — Basis (or Depreciation ol Car Used in Business (See instructions on tronl) 


T raoe-m of O'o Car 

5 Multiply line 4 by percentaee on line 

1 (a) Total mileage at trace m . 

(b) Business mileage 

(c) Business oercentege 

(divice Ime (0) by ime (a)) . . . 

2 Purchase pnce or ofinar basis .... 

miles 

1(0 


mile* 

6 Gam or (loss) on previous trade-in . 

7 Balance Of lines 5 and 6 (subtract gam 

or add (loss)) r . 


- 



8 Depreciation allowed or allowable . 

9 Cam or (loss) on business part (Sup 
trect line 7 Irom line B for gam: pr 
Ime 8 from Ime 7 for floss)) 


3 Trade-in allowance 



1 \ 

4 £,•**. .-. c . (subtract Ime 3 "om ime 21 



10 Purchase once or otrer oas.s 

11 Estimated salvage value 

12 Difference tsutmact line 11 from Ime 


13 Muitio‘y tme 12 by the percentage on 

Ime 6 of Part IV 

14 Enter (a<n or (loss) Irom line 9 . 

15 Bests lor deoreciation (Balance of lines 
1 3 and -14 sufciraer fn or >Q j ■floss 


Car Deoreciation 
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SCHEDULE K-l 
(Form 1065) 

Dt««ni at Vx '">**1 


Amended 

Partner’s Share of Income, Credits, Deductions, etc. — 19B0 

for CJ'enOar yrat 1980 of fiscal yaer 

b«f mninf _6jU — i960. ana pnCmj 12/ 3.1— m 19 8.0 - 

(Instruction* lor partner! attached, Complete f irtjjrrn-tf- -Stt Instructions on 


bees ol Copy B) 


Partner's identifying numbti ►» 353~40>25'36~ 


Partnership's Identifying number 71~0534Q41 


Partner's nimi, address. and ZIP cod*/ 

Hillary Rodham 
616 Midland 

Little Rock, AR / 72205 


Partnership's name, addretv^and ZIP code 

imite& 


Rose Building Limitei 
120 East Fourth 
LTttTe~^ocK, AR -72201 


Partnership' 


A (i) Dali(j) partner acquired any partnership jpttrest during the 

n*f ►— ! /. .y£L.- 

(ii) Oid partner hm U>j partnirshipiftUreJt belcri 1/1/777 . 

B Is partner a nonresident alien? . / 

C (T) Is partner a limited partner fat pace 2 cl Instructions)? . 

(ii) It "Tes * b partner also a ceneral partner? .... 
D 10 Old parsnsr r>i> cantr.puta p re parry ether man money 
ta ma psnnarihie? -j ........ . 

a Basb to partnership of contributed 
p rapt nr (ether thaa money) at 
timt(s) ol contribution to the part- 

aerjhip . . S ... 

I Valae ol contributed property in "a* 
above as reflected in Ibc partner's 
capital account J 

OO Did aenner a-er rat*.«t a e.iit.awi.an iimi man manay 
from lha pennenn.er 

II “Its," enter. \ \ 

a Basis \tc partnership of distributed 
property (other than menry) at 
‘ ol cisinbuUcn to the part- 

1- 

JVibuled property in "a" 
above as^re ‘ifejed in the partner's 

capital accbqnt 

E Was any part ol the partners inters^/»»er acquired from 



F (I) Did partnership interest lemmata during the year? . 

(il) Did partnership Interest decrease dv-: the peer? 

C Enter partners percenter* «l: ° 

Fror t | aharmc \ _ 

Less sharing ..... V 

Ownership ol capital 

Time denoted (6 business . . . . "T - \ ; . \ 0.9.0.?... % 

H IRS Center where partnership Tiled neluro ^'AuS tid^TX 

Whet type ol entity b this partner? ►...!0.^i r Y.i.^.! !?.} 

J Partners share ol liabilities (see pe|« 7 al Instruction.): 

Cl twerrM Mhn 1/1/77 f CO lalanae an*. 17/11/71 

Nonrecourse . . S 

Other . . . 5 7 

K Enter letal amount ol liabilities other then eemteourst lor wh«h lha 
pinoer u protected against loss Ihroufh guyantm./stop loss ititemcnis, 
or similar arrangements of which the partnership hag knowledge: 

Incurrcd befon 1/1/77 ..../. ij...., 

Incurred alter 12/31/76 . 


L Partners shere of any prt-19Wlo*s(ei) Item 
a sectmn 4t>S(c)(l) actively (i.t, film or video 
laps, section 1245 paepeny (arm, or oil 

and fas property) lor which (here csislrd e cor* 
responding amount nl nonieeowne- Habilitf 
at the end of Use year 1* which loes(es) 



M Reconciliation of partner s capital account: 

4. lanwi Ml IhMiI 
•a >»!.*• (. *i«t ••• 
Hum iwm 

> Imii mi Wlrfll 

$. WelUaMll 994 
Ailtaaftad**! 

| Ca».'«< aiimal 

c. Ua-ui »uw« «l 
** rwi' 

k. Cea.ur WIU 

«. O-a.M-T wwi 
Haul tin I.m 1* 

-0- 

4 500 

f 281 1 




4 219 


1 a Guaranteed payments to partner. (1) Deductible by the part 

(2) Capitalized by the partnership . . . 

b Ordinary Income (loss) 

2 Additional first-year depreciation (Basis ) . 

3 Cross farming or fishing Income 

4 Dividends qualifying lor exclusion .... 

5 Net short term capital gain (toss) .... 

6 Net long-term iapital gam (loss) 

7 Net gam (loss) from Involuntary conversions due to -casualty 

B Other net gam |(loss) under section 1231 . . 

9 Net aamrngs (loss) Irons sell-employment . . 

20 a Chantable eDofrsbtrtoni: 50% , 30% 

b Other Itamised d eductions Xitlach list) _ 

22 Expense account allowance 

22 Jobs credit .1 ./ 

23 Tases paid by regulated Investment company . 

24 a Payments tor partner to a Keogh Plan (Type ol pla 

b Payments lor (partner to an IRA 

c Payments for penner to Simplified Employee Pension (SC 


l .?.?.! JL 


Sch. E. Part III 

Sch. E. Part III 

Sch. E. Part III 

Sch. E, Port Ml 

Sch. E. Part IV 

Sch. B. Part II, Imc 3 

Sch. D, line 3. col. I or g 

Sch. D, line 10. col. f or g 

form 4684 

form 4797, line 1 

Sch. SE. Part l or Part II 

Sch. A^llne 21 or 22 

Sea Scb A 

,~%L . . _ 

Form SBR4 

farm ICM0 line Cl. •«« «*»aa 
“Irem lOtS" 

form 1040. line ?G 
form 1040. line 75 
Form KVI 0 linn 70 


LP 006B9 
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LA W OFFICES 

WILLIAMS 8 CONNOLLY 

725 TWELFTH STREET, N W 


DAVID E KENDALL 
(202) 434-5145 


WASHINGTON, D C 20005 

fAUt COHHOHT(I»JM»>„ 

(202) 434-5000 
FAX (202) 434-5029 


May 24 , 1996 


VIA HAND DELIVERY 

The Honorable James A. Leach 
Chairman 

Committee on Banking and Financial Services 
United States House of Representatives 
2129 Rayburn House Office Building 
Washington, D.C. 20515-6050 

Dear Mr. Chairman: 

I am forwarding to you herewith a report entitled 
"Review of Clinton Tax Adjustments Proposed by the House 
Committee on Banking and Financial Services.” which has been 
prepared by a distinguished panel of tax experts in response to 
the report signed by Donald Alexander and released by your 
Committee staff in August 1995. 

The authors of this report are highly regarded tax 
experts with impeccable credentials. Sheldon S. Cohen is a 
former Commissioner of Internal Revenue under President Johnson 
and is now in private practice in Washington, D.C. John S. Nolan 
is a former Deputy Assistant Secretary for Tax Policy in the 
united statec Treasury Department under President Nixon and a 
former Chairman of the American Bar Association Section of 
Taxation. He currently is in private practice in Washington, 

D.C. Jerome Kurtz, a former Commissioner of Internal Revenue 
under President Carter, currently is a Professor at New York 
University School of Law and Director of the Graduate Tax Program 
there. 


The Review analyzes the tax deficiencies alleged in the 
Alexander Report and concludes that they are overwhelmingly 
erroneous or unsupported. The Review found certain minor errors. 
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WILLIAMS 6 CONNOLLY 

The Honorable James A. Leach 
May 24, 1996 

Page 2 


As the Review points out, the Clintons have no 
obligation whatsoever to make any corrections now, since the 
applicable statutes of limitation have long since run. 
Nonetheless, in accordance with their previous pledge to do bo, 
they have repaid, with interest, the appropriate amounts. On May 
1, 1996, the Clintons contributed $2,910 to the Bureau of the 
Public Debt, representing $1,283 in federal'' taxes and $1,627 in 
interest, and $455 to Arkansas Children's Hospital (Arkansas has 
nothing analogous to the Bureau of the Public Debt) , representing 
$246 in state taxes and $209 in interest. 

In making these payments the Clintons have made no 
adjustment for Whitewater-related tax benefits they could have 
but did not take (indeed, the experts noted that this investment 
had not been structured as a device to save taxes). Such 
adjustments would have substantially offset the corrections the 
Clintons have voluntarily made pursuant to the finding of the 
Review. Specifically, the Clintons made additional payments for 
the benefit of the Whitewater Development Company from their own 
funds; $291 in real estate taxes paid in 1989; $345 in franchise 
taxes paid in 1990; and $2,839 for company tax accounting work to 
prepare and file three years of back corporate tax returns, paid 
in 1991. They were never reimbursed for these payments and did 
not take any deduction for thorn. Given the company's financial 
condition at the time, the Clintons reasonably could have taken 
the position that these payments were not contributions to 
capital but rather expenditures ‘ to protect the investment and 
their own creditworthiness, which were therefore deductible. 


Sincerely, 



DEK/law 

Enclosure 

cc; The Honorable Henry B. Gonzalez 
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We conclude that the position taken in the Leach Report is in 
error based on the following four reasons. First, Charles Janes' 
July 31, 1980 entry on WDC ' s working papers approximately one 
year after the formation of WDC does not govern the treatment of 
this $2,400 payment by Mr. and Mrs. Clinton . & Second, Mr. and 
Mrs. Clinton were entitled to deduct interest payments made by 
them on the acquisition loans for which they were personally 
liable. Third, there is no evidence that Mr. or Mrs. Clinton 
intended to lend funds to WDC in the amount of $2,400, or that 
anyone acting on behalf of WDC, with the authority to do so, 
committed WDC to repay this amount to Mr. or Mrs. Clinton. There 
was no promissory note, debt repayment an& nothing in the 
corporate minutes to suggest that a debtor-creditor relationship 
was created with respect to this amount. Fourth, in 1982, the 
Internal Revenue Service ("IRS") audited Mr. and Mrs. Clinton's 
1979 federal income tax return, specifically examining the 
interest deductions, among other items. According to a 1994 
letter from James E. Donelson, District Director of the Little 
Rock, Arkansas district, the IRS did not make any changes to Mr. 
and Mrs. Clinton's 1979 return. The IRS audit tends to confirm 
the propriety of the $2,400 interest deduction. 


C. 1980 — $ 9,000 Interest Deduction 

On August 23, 1980, Mrs. Clinton wrote a personal check in the 
amount of $9,000. Although the payee name was left blank, the 
check included a third-party endorsement by Citizens Bank of 
Flippin. Mr. and Mrs. Clinton's checkbook entry designates this 
check as a "land payment." On their 1980 federal income tax 
return, Mr. and Mrs. Clinton deducted the $9,000 as interest paid 
to James McDougal. Mrs. Clinton apparently believed the $9,000 
to be an interest payment.—' 


See R. Shisler Farms. Inc, v. Comm. . 33 T.C.M. (CCH) 635 
(1974) (no indebtedness to transferor-shareholders 
established by an accountant's entry on the corporation's 
working papers which indicated that the corporation owed an 
amount to its shareholders); Taub v . Comm . , 30 T.C.M. (CCH) 
669 (1971) (accountant's entry' on corporation's books 
indicating shareholder contribution and shareholder 
indebtedness 18 months after the corporation vfts formed did 
not create a loan between the shareholder and the 
corporation) . 

Page 5 of the Patten McCarthy Letter describes a telephone 
conversation between James Lyons and Mrs. Clinton on March 
18, 1992, in which Mrs. Clinton "reaffirmed that she 

believed that [the $9,000] was an interest payment." 


8 
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UNION NATIONAL BANK OF LITTLE ROCIO 

PROMISSORY NOTE 

i«ed*6be undersigned. jointly ond severoMy, promise 10 poy \n demond te the order ol 
co|J«d "Bonk"* Plj/koHiee in little Rock ArkonsdL the priniipof sum ol 

^ and Wiflb \. DOUARS . 




motdrity ot 

per I cent per/ onnum. interest poyoble. 
legal rote 

The r>ot«rs. endorsers, guarantors 
' ond F ’Otest. ond consent fhot the Hi 
holder a re tsonoble ottorney i collection lee m 
1 is no* >01 d O' moturiry. ond to secure 
become du . the mote's hereby deliver to Be 
colleUwely cohed "Holder"! unde' pledge os 
luteq on o lolloteral Pledge ond/or a Security Agri 


\THE ACOiTiOtJAt PROVISIONS. TERMS, UNDERTA1 

ARE HERESY a PART ° f TH,S promissory note. 

ft* 


from dote, with interest front dote until 


ot the highest 



.hereby woive presentment for payment, notice ol 
\*tended without notice, ond do further a; ree to 
leed ten per cent of the principal plus inte 
•ny other obligoHan of the undersigned to lank, d jo o' to 
oldjp of the same (Bonk, its assigns. ho 
Interest In. the cofloterols belo** 


>on-poy • 
poy to 
i est du !. If this 


I bemg 
ond/or 




rr- 

T4fti: rant-Vol T\ 

l 

T.l t-M ^Eack \ Arkansas 

7 

T??m 

1 

•moni »• 

— . 


i 




rmn 


N 

-fi/13/79 

S 


©®KI 

M®®! 

©ED 3 ' 


THIS IS A CCfr AKD is IHAIKID IT t AVI I AS MCOf O? DISCtCJLfl ISOWIS IT 'll 


confi DENtial 


'§MFD/^===^(g)(o)Qi)©[f © ©V ‘u’KlEI (SIT © 1 

FOG 
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2,106399 


_iOAfn 


0004197 December 17 


r NION NATIONAL BANK OF LITTLE ROCK 

PROMISSORY NOTE 

undersigned. jointly and sever oily, promise to pOy ton demoni the order of 

lied ■ r BonV'*l, Ot in offic# In Little Rock. Arkonsok^ C^pol lum ol 

usajd and Ho/100 Y— ^dollars. 

dfl ys . Irom dole, with inreVei omqote until 

ond olt#r moturii 


endorser*, guorontor* ond 
Ond COnjent lho» fire lime 
oble onomey'* collection lee 
ot mo»uniy : ond to »ecure the 
ie moker* hereby deliver to Bonk 
d 'Holder"! under pledge o* securfl 
rerol Pledge ond/or o Security Agree 


THE ADDITIONAL PROVISIONS. TEPM$. UNDERTAKE 
ARE HEREBY MaW A PART Of THIS PROMISSORY NOTE. 


c/o James 



ereby woive presentment for poyment, notice of i 
ended without notice, ond do further ogree to 
d ten per cent of Ihe principof pfut interest due. 

Other obfigotion of ihe undersigned lo Bonk, du 
Ider^ of the *ome fBonk. Ih ossign*. holqi 
Intereit In. ihe colloterolj below L 



drDougal 


1317 Cantrell R^ad 

f 

Little Rock# Afka^as 

2 

72201 

3 


. 

•cr 

4 

W— . 



HDD 


R 

06-16-80 

5 



MAice: cc.- f c.» 911:1c;'.’*! 


CONFIDENTIAL 


®@C3^0IS@MFBm— (HS®ffi|U)©(l|5) raw mag r^s, wiSiwrti 
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rr®Wesii 

»pgM3| 


fill ^ r4U, ,w>.»r i . <j . * ' v. r, ,-j 


DR BIT, 


,T- , 

I / / ..; ,v'?r 4, -‘- *■»»**»» 


-'- /•-.■ m«m ri,^«tarMaet»j!3 
M lo ■•>? ; ..Jit 


* r*~ W* 
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PAGE 11 

15 T.C.M. (CCH) 453; T.C. Memo 1956-87; T.C.Mem. (P-H) 560087 
expenditure. Accordingly, we sustain the respondent thereon. 

The next three items consist of jewelry purchases in the amount of $108, and 
an item in the amount of $143.78 for work performed at the building in which 
Bristol kept its office. Without going into the evidence in further detail, we 
find that no part of these amounts was expended for purposes personal to 
petitioner. 

The next item is rental for a safe deposit box, which was in petitioner's 
name. Both personal papers of petitioner and corporate papers of Bristol were 
kept there during 1945. Bristol paid the annual rental of $12. We find that 
one-half of that amount, or $6, was paid for the personal use by petitioner of 
that box. 

Petitioner could not recall with any fair degree of certainty or conviction 
the nature of the remaining four items, totalling $110.25. We do not know what 
their true nature may be, or whether in fact they were personal or corporate in 
purpose. The evidence simply shows that they represented department store 
purchases of several small "petal rugs" and some cloth. On the record as it 
stands, we must hold that petitioner has failed to carry his burden of proof, 
and, accordingly sustain respondent's determination as to these items. 

[n] Earnings and profits. In attributing the foregoing items to petitioner, 
the Commissioner has described them in his determination as "constructive 
dividends" paid by Bristol. Petitioner now attempts to raise the question 
whether the corporation had sufficient earnings and profits to support 
distributions of taxable dividends in the amounts reflected in these items. We 
think the point is without merit. In the first place, apart from the issue of 
fraud, the burden of proof is upon the petitioner, and if the question is 
properly before us it is incumbent upon him to show the insufficiency in 
corporate earnings and profits. This he has not done. To the contrary, the 
record contains evidence which strongly supports the conclusion that there were 
sufficient earnings and profits. Petitioner himself testified that Bristol had 
net income in the amount of $87,823.13 for its fiscal year ending November 30, 
1945, and his own income tax return for 1945, which is before us, is persuasive 
evidence that such earnings were not otherwise paid out as dividends. We are 
fully satisfied, even for purposes of the fraud issue decided hereinafter, that 
Bristol had earnings and profits in an amount sufficient to cover the 
"constructive dividends" which the Commissioner attributed to petitioner, and we 
so find as a fact. 

Moreover, it would seem that the amounts expended by Bristol for petitioner's 
benefit would constitute income to him, regardless of whether it had "earnings 
and profits". The existence of corporate "earnings and profits" is significant 
only where the payment must be classified as a dividend in order to be taxable. 
In the instant situation it is questionable whether it was necessary for the 
Commissioner to describe these items as "constructive dividends". A diversion of 
corporate funds by the dominant stockholder and officer of a corporation has 
been held to constitute income regardless of whether it may be classified as a 
dividend, and taxability to him therefore need not turn upon the existence of 
corporate earnings and profits. Such is the square holding of Davis v. United 
States, 226 Fed. (2d) 331 (C.A. 6), certiorari denied, - U.S. -. Accordingly, 
it probably was entirely unnecessary for the Commissioner to characterize these 
items as "constructive dividends". However, in view of our finding that there 
were sufficient corporate earnings and profits, the point need not be reached. 
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'ides | 


Under section 61(a) (12) of the Internal Revenue Code (Code), gross income 
includes income from discharge of indebtedness. Section 108(e)(4)(A) provides 
that for purposes of determining income from discharge of indebtedness, to the 
extent provided in regulations prescribed by the Secretary, the acquisition of 
outstanding indebtedness by a person bearing a relationship to the debtor 
specified in section 267(b) or 707(b) (1) from a person who does not bear such a 
relationship to the debtor is treated as the acquisition of such indebtedness by 
the debtor. Thus, to the extent required by section 61(a) (12) and section 108, 
the debtor realizes discharge of indebtedness income upon the acquisition of its 
debt at a discount by a related party from an unrelated party. 


J3 


Section 108(e) (4) was enacted by section 2(a) of the Bankruptcy Tax Act of 
1980 (Pub. L. No. 96-589, 94 Stat . 3389, 3392) to prevent taxpayers from 
avoiding discharge of indebtedness through acquisitions of outstanding 
indebtedness by related parties. The legislative history notes that, under prior 
law, "a related party (such as the parent corporation of a debtor) can acquire 
the taxpayer's debt at a discount and effectively eliminate it as a real 
liability to outside interests, but the debtor thereby avoids the tax treatment 
which would apply if the debtor had directly retired the debt by repurchasing 
it." H. Rep. No. 96-833, 96th Cong., 2d Sess. 9 (1980); S. Rep. No. 96-1035, 

96th Cong., 2d Sess. 10 (1980) (the Senate Report). 


Public Comments 

A significant number of comments were received from the public on the scope 
and content of the proposed regulations. The following discussion summarizes the 
principal comments made, as well as the changes made in the final regulations in 
response to those comments. 


Direct and Indirect Acquisitions 

Under the proposed regulations, section 108(e)(4) applies if indebtedness is 
acquired in a direct acquisition or an indirect acquisition. A direct 
acquisition occurs where a person related to the debtor acquires the 
indebtedness from a person unrelated to the debtor. An indirect acquisition is a 
transaction in which a holder of outstanding indebtedness becomes related to the 
debtor, if the holder acquired the indebtedness in anticipation of becoming 
related to the debtor. 

The final regulations provide that the Service may exclude certain 
transactions from the definition of a direct acquisition through the issuance of 
subsequent published guidance. In response to comments received, the Service 
intends to study the extent, if any, to which a direct acquisition should not 
occur if the indebtedness and an ownership interest in the debtor are acquired 
together from the same person, and that person was related to the debtor 
immediately prior to the transaction. 

Some commentators argued that the Secretary does not have the regulatory 
authority to apply section 108(e)(4) to indirect acquisitions, particularly 
where the holder acquires the debtor (because the holder then retains the power 
to require payment of the debt) . However, the Service and Treasury continue to 
believe that section 108(e) (4) applies to indirect acquisitions of the type 
covered by these regulations. 
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James M. Lyons, Esq. 
March 23, 1992 
Page 2 


Backgrou 



On August 2, 1978, thri^cDougals and the Clintons purcjiased 230 acres of land in 
Mari/n Countyj/iirkansas from 101 River Development^lnc. for >202,611.20. 
Payrhent for t ht purchase was made with the proceeds from a mortgage loan, in the 
amount of $482,611.20, which the purchasers obtained from Citizens Bank & Trust 
Company/Flippin, Arkansas, and a loan, in the amount of $20,OOO.OQ, taken out by 
B/ll Clinton and James McDougal from Union National Bank, Little Rdfk, Arkansas. 
Jn September 30, 1979, the McDougals and the Clintons conveyed theproderty to 
J ~C/ However, the mortgage obligation associated with the property was not 

sferred to WDC and remained the obligation of the individuals on h joiht and 

skveral basis. Similarly, the Union National Bank loan was not transferred to'WDC 
ind remained the obligation of Bill Clinton and James McDougal. The Clintons and 
SfcDougals each became 50% shareholders in WDC, which was incorporated on 
June 1^8, 1979, in the State of Arkansas, for purposes of developing the property and 
selling \ residential lots on escrow contracts. The parties contemplated that the sale 
oriots on escrow contracts would provide cash sufficient to service th^ acquisition 
debt anq hopefully generate profits over time. 

Pre-itWor^oration activities included the expenditure of fyhds fo^ certain 
infrastructures (e.g., roads and grading), as well as interest expense on the acquisition 
financing. Fallowing incorporation, the infrastructure cost* were capitalized and 
amortized on the books of WDC, while the interest expense was capitalized ^s part 
of land costsind^xpensed as lots were sold. As noted-aboverthe originahacquisition 
financing remained the direct liability of the Clintons and the McDougals. 
Therefore, the transfer of the property to WDC resulted in loans recorded by WDC 
payable from WDC to the Clintons and the McDougals. However, no promissory 
notes were ever executed between WDC and the Clintons and McDougals. The 
capital accounts of the Clintons and McDougals were credited for $500 each from 
the pre-incorporation expenditures. 

It is our understanding that the Clintons were not active in the management of 
WDC. The McDougals assumed that responsibility along with the responsibility for 
thelbooks and records, including bank accounts. The McDougals apparently engaged 
Chitis Wade of Ozarks Realty to market the lots, handle the eserp^ contracts and 
a^ebunt for the proceeds to WDC Ozarks Realty continues to pcrfdnp this function, 
although application of revenue to debt service has been irregular apd Ozarks Realty 
his no^fumished-a-complete-aeeeunting— In-1 985,-substantially -all of t^ie assets of 
WDC were sold to Ozark Air Service, Inc. 

It! is our understanding that since the inception of this venture and at the request and 
instructio n ~o f th e~McBougals, the ~ 01 intom~have— made-various “loan payments 
(principal and interest) and other cash advances to WDC 
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(8) Insurance — $10,000 

Life Policy bought in 
1964 from Metropolitan 
Life, Cash Value 
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On August 23, 1980; _Hillarv Clin ton wrote a check i\ the amount of 
$9,000, withihencie^ifi cation oTtfurpayee left blank. There were no 
third-paj*y"endorsements, other than the stamp-of Citizens Bank & Trust. 
TheGmtons claimed the $9,000 as an interest deabc^ion on their 1980 tax 
r^ttim. In our telephone conversation with her and' you on March 18, 
992, she reaffirmed that she believed that it was an interest payment 
Based on our reconstruction of the probable amortization of the mortgage 
loan at Citizens Bank Sc Trust, we believe the $9,000 wbnt to\ reduce 
principal. However, it is also our opinion that the amount paid m^y have 
represented the reimbursement to the McDougals for thi 
unreimbursed interest component of the $11,032J0 discussed pa 
above. Thus, the amount claimed as an interest deduc 
Clintons would be appropriate. The fact that the McDouga 
tendered the check to Citizens Bank Sc Trust as a principal r^duc 
the loan would not affect the nature of the financial transaction as 1 
the Clintons and the McDougals. However, if data or infon^atiop 
may be subsequently provided proves otherwise, the Clintons 


realized a marginal tax benefit in the amount of $4,816, exc 


s' interest. 


December, 1980, WDC somehow caused the releas^of certain property 
im the existing mortgage and transferred it to^Hillary Clinton, who 
ded $30,000 of additional funds to WpCivhich was recorded as a 
jayable to her by WDC The sourcefo f these funds was a loai i from 
thbvMadison Bank Sc Trust (“MBT 1 ), securecTby the transferred property. 
In December 1981, the property was sold to an unrelated third party on 
an escrow sales contract WDC collected the contract payments and made 
payments to MBT, reducing the loan payable accordingly. 

On September 30, 1983, the loan was refinanced at Security Bank of 
Paragould ("SBP") at a lower interest rate. In fiscal years ended May 31, 
1985 and 1986, WDC claimed interest deductions in the amounts of $2,811 
and $2*322, respectively. In calendar years 1984 and 1985, the Clintons 
also claimed these same interest deductions based onMhe receipt of an 
interest paid statement from SBP. However, it appears that WDC was 
entitled to and, in fact, did claim these deductions. Thtis\it appears that 
the Gintons* interest deductions were in error and a marginal tax benefit 
may have been realized in the amount of $2,156, cxch tfling\ntcrest. 

In 1987, the third-party purchaser defaulted, was foreclosed ok and went 
into bankruptcy. Hillary Clinton then purchased the property from the 
bankruptcy estate for $8,000 and assumed the respotuibility\f or the 
Temaining loan balance. The property was ultimately sold in 19&8 for a 
net taxable gain of $1,640, the computation of which we believe to be 
correct 


1442 


PAGE 52 

1ST STORY of Level 1 printed in FULL format. 

Copyright 1995 The New York Times Company 
The New York Times 

August 6 , 1995, Sunday, Late Edition - Final 
SECTION: Section 1; Page 20/ Column 1; National Desk 
LENGTH: 1687 words 

HEADLINE: Whitewater Papers Cast Doubt on Clinton Account of a Tax Underpayment 
BYLINE: By JEFF GERTH and STEPHEN LABATON 

DATELINE: WASHINGTON, Aug. 5 
BODY: 

In March 1992, Bill Clinton, running for President, acknowledged that he and 
his wife, Hillary, had improperly claimed tax deductions for interest payments 
that had actually been made by the Whitewater Development Company, not by 
themselves. Mr. Clinton and his aides said the couple's accountant had simply 
made a mistake, and he pledged to reimburse the Government. 

But no payment was made to the Government until almost two years later, on 
Dec. 28, 1993. 

A few days before that reimbursement, Justice Department investigators had 
begun seeking the Clintons' Whitewater files. Those files, some of them made 
public by the White House on Friday, contained letters that now cast doubt on 
Mr. Clinton's account of the deductions: they show that Mrs. Clinton knew that 
the company had made the payments for which she and her husband later claimed 
the deductions, on their 1984 and 1985 tax returns. 

The Clintons were not legally obligated to reimburse the Government for any 
error that old. They never announced the payment and did not file an amended tax 
return, choosing instead to quietly send a check for $4,900 to the Treasury 
Department's Bureau of the Public Debt. 

In a prepared statement issued on Friday in response to a reporter's 
questions, the couple's personal lawyer, David E. Kendall, described the payment 
but declined to discuss the reason for the 22-month delay. He noted that it 
would have been less expensive if the Clintons had made the payment earlier; 
most of the $4,900 was interest on the tax underpayment. 

A cryptic 1993 letter in a file found in the office of Vincent W. Foster Jr. 
after his suicide indicates a plan, never realized, for the Clintons' 1992 tax 
return to correct "an erroneous tax deduction" taken earlier. 

Mr. Foster, deputy White House counsel, worked on the Clintons' 1992 return. 
In the letter, written on April 5, 1993 -- 10 days before the return was due -- 
he told another Clinton lawyer that an improper deduction related to Whitewater 
"was intended" to be corrected on it. No such correction ever appeared on the 
return, though. 

Asked about Mr. Foster's letter, Mr. Kendall said in his prepared statement 
that "we cannot now ascertain what was meant by that vague reference." Mr. 
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‘Kendall's statement did not address a question that had also been put to him, as 
to whether Mrs. Clinton had been involved in decisions about how to correct the 
deductions . 


In a note found in one of his files, Mr. Foster, long after Mr. Clinton had 
publicly acknowledged error in the matter, appeared to be still troubled by the 
Clintons' having taken deductions for payments that had actually been made by 
the corporation. The scribbled note spoke of the "propriety of taking" personal 
interest deductions "for debt which should be corp." 

At issue were payments made on one of the loans obtained to finance land 
purchases and improvements by Whitewater, the Arkansas land venture in which the 
Clintons joined with James and Susan McDougal in 1978. The partners hoped to 
quickly resell the lots, but the real estate market sagged, interest rates 
soared, and the company's losses mounted along with its loan payments. 

In a sworn statement that was among the documents made public by the White 
House on Friday, Mrs. Clinton told investigators for the Government's Resolution 
Trust Corporation earlier this year that she had always expected that Whitewater 
would be responsible for repaying the loan in question. She also said that 
whenever tax issues had arisen over Whitewater, she or the Clintons' accountant 
had obtained the relevant information from the McDougals. 

Also included in the documents released on Friday were letters from the 
Whitewater file sought by the Justice Department in late 1993. Among the 
letters is one dated Oct. 4, 1984, in which Mr. McDougal, at Mrs. Clinton's 
request, forwarded a Whitewater corporate check for her to send to the bank to 
pay interest and principal on a loan that Mr. Clinton had obtained in connection 
with the Whitewater operation. 

Although the improper deductions were relatively small, they are part of a 
broader pattern. Almost all the Clintons' $42,000 investment in Whitewater was 
deducted on their personal tax returns as interest payments even though, 
according to questions raised later by Mr. Foster and others who tried to 
reconstruct Whitewater's tangled finances, the couple may not have been entitled 
to several of those deductions. 


Mr. Kendall asserts that the Clintons' tax returns are correct except for the 
interest deductions in 1984 and 1985. It remains unclear why the reimbursement 
to the Government for the tax underpayment was delayed so long, but Mr. Kendall 
denies that there was any effort to hide it . 

The Clintons have said the mistake arose because their accountant relied on 
the lending bank's statements, which did not identify who had made the interest 
payments. 

But a tax lawyer who has reviewed the newly public documents said this 
defense would not have met Internal Revenue Service standards dealing with 
negligence penalties. The lawyer, Lee A. Sheppard, a contributing editor of Tax 
Notes, widely regarded as the leading journal on tax matters, said Mrs. Clinton 
should have known better than to take the deductions. As a corporate lawyer, 

Mrs. Clinton would have been held to a higher standard of care than the average 
taxpayer, added Ms. Sheppard, who analyzed the Clintons' taxes in connection 
with a coming article in the journal. 
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"She can't avoid negligence penalties by blaming the problems on her 
accountants," Ms. Sheppard said. "A judge would say that reliance was 
unreasonable and she should have known better than to take those interest 
deductions . " 


From Whitewater's beginning in 1978, just before Mr. Clinton was first 
elected Governor of Arkansas, he and his wife sought tax advantages from the 
venture. That year they took an interest deduction of $10,130, even though that 
"interest on the Whitewater debt was only partially due in 1978," according to a 
report prepared recently for the R.T.C. 

And in 1980, the Clintons wrote a check for $9,000 that was used to reduce 
the principal on Whitewater's main bank debt, according to the R.T.C. report. On 
that year's tax returns the Clintons deducted the $9,000 as an interest payment 
to Mr. McDougal, a claim whose appropriateness was questioned by Clinton 
campaign accountants in 1992. 

The deductions that led to the back tax payment by the Clintons in late 1993 
also have their roots in 1980, when Mrs. Clinton, acting as a surrogate for 
Whitewater, borrowed $30,000 from a bank controlled by Mr. McDougal. The loan 
was to pay for a model prefabricated house to help market Whitewater's lots. 

As part of the transaction, Mrs. Clinton took title to the land on which the 
house would sit. Lot 13. The next year the property was sold. Payments on the 
loan continued to be made by Whitewater, a tact emphasized by Mrs. Clinton when 
she responded in 1982 to a past -due notice from the bank. "I ask that you speak 
with Mr. or Mrs. McDougal, who have made all the arrangements for this loan," 
she wrote, according to the R.T.C. report. "It has been my understanding that 
the loan has been paid out of proceeds from sales by the White Water Development 
Corporation . " 

The next year Mrs. Clinton's bank loan was retired with $20,800 that Mr. 
Clinton obtained from another institution, Security Bank in the town of 
Paragould, Ark. 

The new loan faced the same troubles. In October 1984, after Mr. Clinton 
received a final payment notice from the bank, Mrs. Clinton wrote to Mr. 
McDougal, reminding him that the loan stemmed from the prefabricated house and 
asking him to take care of it. 

He replied three days later, forwarding Mrs. Clinton a corporate check for 
$4,811 made out to Security Bank "to pay the interest and make a $2,000 
principal reduction on the note," according to the R.T.C. report. He reminded 
Mrs. Clinton that "we receive monthly payments on the sale of the house and must 
use the proceeds to retire this note." 

The Clintons nonetheless took a $2,811 interest deduction on their 1984 
return. 

In 1985, the Clinton loan at the Security Bank was past due again. This time 
Governor Clinton's state bank commissioner, Marlin Jackson, who owned Security 
Bank, acted as an intermediary to clean up the problem. 

After talking to Mr. McDougal and Mr. Clinton, Mr. Jackson wrote the bank on 
Nov. l, 1985, that Mr. McDougal would be sending a payment to cover the 
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interest as well as some principal. A $7,322 check on Whitewater's account was 
forwarded a few days later. 


But on their 1985 tax returns the Clintons themselves deducted the $2,322 
interest payment . 

Over the next few years, with Whitewater no longer functioning, the Clintons 
took over the payments on this loan until they completed the sale of Lot 13 in 
1988. They realized a profit of $1,600, which they reported on their tax return. 

The tangled tale of Lot 13 did not surface again until 1992, when Mr. 
McDougal, in an interview with The New York Times, expressed irritation that he 
had put $100,000 more than the Clintons into Whitewater, including payments to 
the bank on Lot 13, and that Mrs. Clinton had then sold the lot for a profit to 
her and her husband. 


In response, the Clinton campaign assigned a team of accountants to review 
the venture's finances. The accountants interviewed Mrs. Clinton in March 1992, 
according to Mr. Foster's files, but it is not known whether they discussed her 
correspondence on the issue. 

Later that year Mr. Foster became involved in cleaning up unresolved 
financial issues from Whitewater, including the payment of back taxes. But, 
according to an Arkansas associate of Mr. Foster who spoke on condition of 
anonymity, Mrs. Clinton had some reservations about paying any more money for 
anthing at all related to Whitewater. 

According to Mr. Kendall, the matter was resolved on Dec. 28, 1993, when the 
couple made a payment of $4,900 to the Treasury. A payment was also made to an 
Arkansas charity, in the amount of $ 800: the sum of the state tax underpayment 
plus interest. 

LANGUAGE: ENGLISH 


LOAD- DATE: August 6, 1995 
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Chria and .Rosale. 

Ozarks Realty Co. 

P. 0. Bor 700 

Flippln, AR ?2634 

Dear Chria and Roaalee 

I wrote the bank, re 
Information they had •» 
the lota in Vhitewater Eat* 
of that information, which I fou 
thought some of the escrow eon 
payment , but I could be wrong 
the Marion County tB * c ; 

We could get copies of all the 
' that I would know who needa 
payment?^ I would really appreciate 



With beat regards, I am, 


Sincerely 


HILXARY RODHAM 


they give me any 
" real estate taxea on 

they did not have any 
bit strange since I 
for proof of tax 
you please contact 
and ask her if 
ate tax payments 
request 

his\ \ 


HRC : ckp 
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twr«riUDm iml 
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October 28, 1988 


Hr. Strange ^ 
Firet Qzark Bank' 1 
P.0. Boj^ 250 
Flippin , \^lR 72634 

RE: Whitewater Estat 


Dear Wee t 

Do you have any records that' 
certain lot owners have been bJ 
property they are purchasing? 

I received from Rosalee Wade wi 
certain taxes that Ozarks Realty 
Ln the past. I have personally r 
adcount and wanted to know whether 
:ax payments or could advise ste es t 
Dilling the property owners for the 
appreciate your help on this. If you nei 
information, please call me or, perhaps, 
Chris Wade. 



with best regards. 


HRC/dc 

cc: Rosalee Wade 


whether or not 
taxes owed on the 
a copy of a letter 
pertaining to 
id for Whitewater 
ks ’ escrow 

record of 
o about 

axes. I 
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kMm * REALTORS 


Mfc . Hillary 
Attorney at 
Rose Law FI 
120 x Fas c 4th S 
Little Rt^ck, 

Dear Hillary: 

\ /' 

Please find enclosed 
taxes I have paid for^_ 
for Uhitevater Estates^ 

In addition , Whitewater 
for part of 1986 taxes and 
on 1985 taxes. 

The total now due to reimburs 
is $1,275.15. 


You will probably want to check 
Estates has billed the lot owners 
pnly lots Whitewater still owns 
i,ot 13 that Logan had). The other trei 
some time and the tax liability should 
property owners. Please note on the 
Mr. Blair has paid his taxes and Whitewater 
for this. 


ts for Ithe 1987 
County. The total 


to us $227.76 
balance due 


•Account 


If you have any questions, or if I 
assistance, just let me know. 

■Sincerely, 


OZARK S REALTY CO. 
Hosalee Wade 
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ROSE LAW FIRM 

ATTOUNCVS 


LITTLC *OCK. AMKAM5AS Tliot 

TttCMOM i»M 


e 

»•“ *0* 

» . ^»*tt »>t 

« *C 

•c«»ei« ■ • 

j •< 

Jt»»' j /O-II 

C»<*lCt «►. • < 

»*«'0 

i*r*»»* r*»»ow 

id • *ALC«et 

Ms. \osalee Wa 
Ozarks Realty Co 
100 Main Street 
P.0. Box 700 
Flippin, AR 72634 

Dear Rosalee: 


I am enclosing a check f 
escrow account. I apprec 
for us. 


October 28, 1988 


a. B.«’« t“# 

•>c»**o ». ob«e»*» 
a>Cw*ao a. hUII' 

r. I 

- • 
l»*>» t »Cl 

■*c*»c« ■*. jo^(» 


/*>■(• ■ 
ja* r |«m 
io*ec« < 

Jill *!*(». IS 
»■' at 
0*vio a •••<»* 
t. C**>« 




o reimburse the Ozarks 
C>fis taking care of this 


I am also copying you on a lette 
First Ozark to see whether his 
the lot owners have been billed 
explained to Chris on the telepho: 

S ecords from Whitewater and do not 
hither or not the lot owners were 
ideas as to how else we could follow 
tyad no records? 

I appreciate all that you are doing to he 
I am 



g to Wes Strange at 
t whether or not 
taxes. As 1 
not have any 
to determine 
have ^ny 
he bank also 


regards , 


Sincerely y 
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C, - nei! m* • r.o. 101 wo. »uw«. 


Marti) C*«1r»t lMr« *1 ' 

««Mi MAUOM I 

tUttaMt *t L 


K 


Attorney 
Rose \Lnw 
120 Efcrt *ch 
Libtle\Rock, 

Dear Hillary: 

?" Ind enclos 
c?*:c*.* 1 h.ivt paid 
for '.’hi •.<*•«* a nor Estat 


In addition, Whitewater 
for part of 1986 taxes 
on 1985 taxes. 



ip cs foi^the 1987 “ 

k m County. The total 


L owes to us $227 . 76 
the balance due 


Account 


You will probably want to check 
rectos bar billed the lot owners 
only Iocs «hlt««t.r .till «•« «l 


The intnl now due to reitnburl 
is $1,275.15. ^ ^ ^ , 

.Whiti^ater 
IS . The 
(t»lVs 

eV> spl^ for 

’KU“«ryrs: ~ g-tiK&awW 

property owners. Ple.se note on /^ *^°” ^i^t£Ved 
Mr. Blair has paid his taxes and Whitewater^** **** 

for this. 

If you nave any questions, or if 1 can be of fur^tfej, 
assistance, just let me know. 

/Sincerely, 

/ 

OZ£KKS REALTY CO. 

V , ,i , 

Rosa j *»c Waoe CONFIDEN 1 

©©GSCTEXSI^^ ©V 71X1(1 ©7© 7® 

K3®qasn ©©GMWdl ©GO ©AKIKDKl® 

©sraw]@s© 
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' CLINTON 
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r 


1815-93 


«CHEDUe£S AAB 

Schedule A - Itemized D*ouctlons 

DM* ao Ihit-MM 

trorm 1040 ) 

198 ° 

Oapvtmant at tha Traaaury 
Intama) Ravanua Sarvica 

► Attach to Form 1040 . ► 3 «* instructions tor Jkhadulaa A and B (Form 10401 . 


WILLIAM J 


7 

Pr ascription madtona* and (Tug* insulin, doctors, danoso. nirsa*. 
ncoO'tau. maAcal miuranc* pramiumj you p**d. ate. 

la 


Othar (li*t*mcJuda haarmg aids, danhxa*. ayagiassas. <r an sport a Don 
and lodoino. ate.) ► . 

lb 

X. \ 


r 

Add imas )* and lb. and antar tha total nara 

Multiply /ha amount on Form 1040. Ima 32. by 7 5% (.075) 

2 


3 


SuPtratft Ima 3 born lina 2. It taro or last antar -0* Total m’adicai 

i and dantal > 4 

Stata/and local mooma taxas . 

Rail mala taxes 

Otn/ar taxas (lut-mciuoe p«rsonal property taxas) ► 

PERSONAL.. PROPERTY .. 

•) 

10.083. 

e 

1 T 275 J 

7 

2 2 7, . 


100*1 taCUfltV 

129-32r29l- 


Madicsl and 
Dantal Expanas* 

(Do not Ineluda 

rawnburtad or 
paid by ott*ars.l 

(Sm 

instructions 
on paga 23) 


u 




Taaaa You 

Paid 

(Saa 

instruction* 
on oaga 23 .) 


A 0 d tha ampunta on lina* S through 7 Entar tha total h 


9a 

7 

7 . *5 7 4 . 

9b 

/ 

/ 

10 

/ 1 

11 

2.959. 


fc 'V. 


Iritaraot You 

Paid 


<S*a 

msmjcoont 
on paga 24 .) 


1 Not* w#** 'uim topfy to ttm Ko/rm rrwx rpap* irtmrm Omtuction. 

1 Saa Jraxujcnorn. 

9a Daducbbia noma mongaga miaraat you paid to financial maotuoon* 
(raoprt daductJbla pomu on lina 10) 
b OaductJbia noma mortgaga mtarast you paid to individual* 
(jnow\thal par*on * n*ma and address) * 


10 


SEE STMT 14 12a 


Daouctibta Pomu (Saa ln»cuct>on» for toacal ruias.) 
Caducbbia invastmant intarasi 
Parson** mtar ait you paid (aaa paga 24 ) ! 12 a 


1-6SS 


Multiply tba amount on lina 12 a by 40 % (. 40 ). Entar tha mult. - 1 T^bl _ 
Add tha amounts on linai 3 a through ’ 


674 


h 




ll.ZflLa 


Gifts 1o 

14 

Contnoution* by ca*n or cnee*. (If you gave >3 000 or ma» to any 1 




Charity 

(Saa 


on# organuation. tnow to whom you gava ana how much 
you g*va 1 ► 




instruction* 
on paga 25.) 



14 

13 . 425. 


15 

Ol*»r IIH cm* M ckaci <Tm Mi MKl Ixa (111 II ■ IkO* STMT 15j 

15 ' 

! . . 2.QB5.I 



16 

Carryover from pnor yaar . , 





17 



► 171 

15 .5111. 

Casualty and 

18 

Caauairy or thaft kxaatas) (attach Form 4684). (Saa paga 25 




Theft Loaaaa 


of tha ln»trucbons) 


► 18 


Moving 

19 

Moving expenses (attach Form 3903 ex 39C3F) (Saa paga 26 


V\ ► 19 

at ^ „ 

Eapanaaa 


f~ 1 , of tha Instructions) 



Job Eapanaaa 
and Most Othar 
Mlacallanaout 
Daductlona 

20 

Unrumaurjii amplayc* t*»ans*i-|oa travsl. uni an auat. i*a aaucatian. ate 
(Yog MUST »nach Form 2101 m «amt catat Saa innrgctiom.) ► _ 


w 



.. .... . SEE ...STMT... 17. . 

20 

5.858. 


21 

Other expenses unvairoam. Ia* araea/AGon. i*fa OeoaAl oat 
ate). Lut type and amount ► 



4> . 


(Saa paga 26 
for expansas to 




2, 2 68 \ 



SEE STATEMENT 16 


* ^ VrTjrti 

daduct here.) 

22 

Add tha amount! on linas 20 and 21. Entar tha total 

22 

2.126. 

\ '7- 


23 

Multiply tha amount on Form 1040. Ima 32. by 2% (.02). Entar tha 






result hara . . 

23 

1 757 . 



24 

Subtract Ima 23 from Ima 22. Entar tha rasult (if taro or las*, antar tero) 

1 ► 24 

4.369. 

Othar 

Mlacallanaoua 

Daductlona 

25 

| Othar (from list on paga 26 of Instructions) Entar rypa and amount 

► 


1 



► 25 


Total Itsmusd 

26 

Ado tha anountt an Imat *. 1. 13. 17. 11. 19. 2*. and 25 Entar th* tatal hars Than antar an Form 10*0. 


Daduclioht 


(in* 3*, tha LARGER al thu total or yaur uexura daduction Irom »#*• 17 of tha Inrruction* ► 26 

42.671^ 

Far tisavart NadvrUan SCI Mattaa. m Farm teas luouctiaiu. am 


tCHiOIAl a (Form 10*01 (1IIII 


LP 00866 
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35 T.C.M. (CCH) 28 printed in FULL format. 

PETER PAUL DeVERE, Petitioner v. COMMISSIONER OF INTERNAL 
REVENUE, Respondent 

Docket No. 4113-73. 

UNITED STATES TAX COURT 

35 T.C.M. (CCH) 28; T.C. Memo 1976-10; T. C.Mem. (P-H) 760010 
January 12, 1976. Filed 
COUNSEL: Peter Paul DeVere, pro se. 

Thomas G. Schleier, for the respondent. 

OPINIONBY : RAUM 

OPINION: MEMORANDUM FINDINGS OF FACT AND OPINION 

RAUM, Judge: The Commissioner determined a deficiency of $1,162.90 in 
petitioner's income tax for the calendar year 1970. The parties have filed a 
stipulation of facts which, together with its accompanying exhibits, is 
incorporated herein by this reference. Petitioner resided in Chicago, Illinois, 
at the time he filed his petition in this case. 

In his 1970 return petitioner Peter Paul DeVere reported adjusted gross 
income in the amount of $8,642.34. The Commissioner’s determination of 
deficiency rests upon five separate adjustments, four of which are in issue. All 
of the contested adjustments are connected with the family situation in the 
DeVere home during 1970, and concern dependency exemption deductions claimed for 
petitioner's three siblings and his mother, head of household status, medical 
expense deductions, and a deduction for real estate taxes. 

During 1970, petitioner was living with his then recently widowed mother, his 
17-year old brother Charles, and his two sisters Maggy and Bess, aged 19 and 21. 
His mother owned the unmortgaged house in which the family resided. Petitioner 
undoubtedly furnished the family with substantial moral and financial support. 

1. Dependency exemptions deductions. As to petitioner's siblings, the 
stipulation of facts recites that Charles, Maggy and Bess received gross income 
during 1970 in the amounts of $1,100, $3,000 and $1,262, respectively. In the 
circumstances, we have no alternative but to sustain the Commissioner's 
disallowance of the three dependency exemption deductions which petitioner had 
claimed in respect of Charles, Maggy and Bess. Section 151(e)(1)(A), I.R.C. 

1954, as it applied to the year 1970, explicitly rules out each of these 
deductions, since they could be available to petitioner only if the claimed 
dependent's "gross income for the calendar year in which the taxable year of the 
tax-payer begins is less than $625". There is no escape from the plain words of 
the statute. 

As to the dependency exemption in respect of petitioner’s mother it was 
incumbent upon petitioner to establish that he provided more than one-half of 
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her support aunng 1970 in accordance with the requirements of section 
152(a) (4) . He presented no evidence from which we could make any finding that he 
in fact furnished that much support for her. The stipulation shows that she 
received Social Security and Veteran's Administration benefits in 1970 in the 
amount of $1,986, all of which were used by her for her support, and that she 
owned the family home which had an annual fair rental value of $4,200. The 
regulations plainly indicate that the value of such rent-free lodging must be 
considered as a contribution by the owner of the home to the support of each 
person who lived there. Section 1 . 152-1 (a) (2) (i) , Income Tax Regs. Therefore, 
petitioner's mother must be considered to have provided not only one-fifth of 
the rental value for the support of herself, but also another one-fifth for the 
benefit of petitioner which would have to be taken into account in determining 
whether he furnished more than one -half of her support. Lena Hahn, 22 T.C. 213. 
As sympathetic as we are to petitioner who obviously made sacrifices to keep his 
family together, we simply cannot find on the record before us that he supplied 
at least the required one-half of his mother's support in 1970. Accordingly, the 
Commissioner's disallowance of the dependency exemption deduction for 
petitioner’s mother must be sustained. Victor Blanco, 56 T.C. 512, 514; Rose D. 
Seraydar, 50 T.C. 7 56, 760 ; James E. Stafford, 46 T.C. 515; Aaron F. Vance, 36 
T.C. 547, 549 ; Tax Court Rules of Practice and Procedure, Rule 142(a). 

2. Head of household. Petitioner filed his 1970 tax return claiming head of 
household status and computed his tax liability in accordance with the rates 
applicable to that category of taxpayer. Petitioner would be entitled to use the 
head of household rates only if, inter alia, he maintained a home which was the 
principal place of abode of a dependent of his, in respect of whom he was 
entitled to a deduction under section 151. Section 2(b). Since, as has been held 
above, there was no such qualifying dependent, the Commissioner's determination 
that petitioner was not entieled to compute his tax using head of household 
rates must be sustained. 

3. Medical expense deduction. Petitioner deducted $2,823.79 as medical 
expenses which he paid during 1970. The Commissioner disallowed the deduction in 
its entirety on the ground that the expenses - 

were paid for the medical care of individuals who do not qualify as 
dependents under sections 151 and 152 of the Internal Revenue Code and, 
therefore, are not deductible by you. 

Section 213 allows a taxpayer to deduct, subject to certain limits, amounts 
which he paid for his own medical care, or for the medical care of his spouse or 
his dependents. Although petitioner's return sets forth in detail the various 
medical expenses claimed (names of doctors, amounts, etc.), we have no way of 
knowing to which of the five persons in the DeVere household any of them 
pertained, and petitioner has not otherwise given us any breakdown. In the 
circumstances, we have no way of knowing to what extent this amount was expended 
for persons who did not qualify as dependents, and we must accordingly sustain 
the Commissioner's disallowance of this deduction, nl 

nl On brief, petitioner states that "most of the deductible expenses were for 
medical expenses for the petitioner's mother". However, no such evidence appears 
in the record, and we were unable on the record to find that his mother 
qualified, as a dependent under section 152 of the Code. To the extent that the 
medical expenses were incurred for the benefit of his siblings, the record also 
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fails to show that petitioner provided more than one-half the support of his 
siblings, which, if established, might furnish the basis for a finding of 
dependency under section 152 for purposes of qualifying for the medical 
deduction under section 213, notwithstanding that he was precluded by section 
151(e) (1) (A) from taking a dependency exemption deduction by reason of the 

fact that each of them had more than $625 gross income during the taxable year. 
Finally, the record does not show that any of the expenses were for petitioner's 
own medical care . 

4. Real estate taxes. Petitioner claimed a deduction of $602.32 for real 
estate taxes which he paid during 1970. These taxes were assessed on the DeVere 
home in Wheaton, Illinois. The home, however, was owned by petitioner's mother. 
Therefore, under applicable state law, she alone -- and not petitioner -- was 
liable for these taxes. 111. Ann. Stat. ch. 120, sec. 508 (a) (Smith-Hurd 1970). 
Because taxes are deductible only by the person upon whom they are imposed, the 
Commissioner properly disallowed this deduction. Virginia M. Cramer, 55 T.C. 
1125, 1130 ; Section 1.164-l(a), Income Tax Regs. 

Decision will be entered for the respondent. 
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LENA M. ANDERSON, Petitioner v. COMMISSIONER OF INTERNAL 
REVENUE, Respondent 

Docket No. 4740-70 
UNITED STATES TAX COURT 

33 T.C.M. (CCH) 234; T.C. Memo 1974-49; T . C . Mem . (P-H) 740049 
February 28, 1974, Filed 
COUNSEL: Lena M. Anderson, pro se. 

Willard N. Timm, Jr., for the respondent. 

OPINIONBY: GOFFE 

OPINION: MEMORANDUM FINDINGS OF FACT AND OPINION 

GOFFE, Judge: Respondent determined a deficiency in petitioner's income tax 
for 1967 in the amount of $1,340.77. The issues for decision are whether a gain 
realized on a sale of stock purchased on December 2, 1966, and sold on June 2, 
1967, was held for more than six months, and whether certain deductions should 
be allowed for home office expense, travel expenses incurred for the production 
of income, and real estate taxes paid in 1967. 

FINDINGS OF FACT 

At the time the petition was filed in this proceeding, petitioner was a legal 
resident of Hacienda Heights, California. She timely filed her income tax 
return for 1967 with the appropriate office of the Internal Revenue Service, nl 

nl It is not clear from the record whether petitioner filed her return with 
the district director of internal revenue at Los Angeles or with the IRS Service 
Center at Ogden, Utah. 

On December 2, 1966, petitioner purchased 100 shares of Neptune Meter Company 
(NPM) stock for $2,279.50. She sold this stock on June 2, 1967, for $4,751.90. 
She reported the gain of $2,472.40 as a long-term capital gain. 

In his statutory notice of deficiency dated April 27, 1970, respondent 
determined the gain to be short-term rather than long-term. 

On her 1967 return, petitioner deducted home office expenses of $500. 
Petitioner's income in 1967 consisted solely of dividends on stock, interest, 
rents of real property, and gains from stock transactions. She had no business 
or profession other than the management and conservation of her real property 
and stock investments. She was not a licensed real estate broker or salesman in 
1967 and did not buy or sell any real property in the ten-year period prior to 
1967 except for the sale of her home in 1963 and the purchase of another home in 
1964. 
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Petitioner's home during the year in issue contained 1,850 square feet. 
Respondent determined that petitioner used 143 square feet, the average size of 
a room in her home, for business purposes. Accordingly, he allowed her a 
deduction of 7.7 percent of the costs, including depreciation, of maintaining 
her home, or $112. 

Petitioner's investment-related business activities consisted of the 
following: (1) maintaining a card system of sums due and paid on her rental 
properties, (2) filing bills and receipts, (3) computation of her income tax, 
and (4) writing letters to real estate and stock brokers, taxing authorities, 
and the Internal Revenue Service. Most of this work was done in the family room 
of the house, although some work was also done in other rooms. 

Petitioner used her automobile to visit her rental properties in order to 
collect rent. Because the tenants failed to pay rent on time or in the proper 
amount, petitioner often had to visit the properties several times a month in 
order to collect the rent. These properties were located an average of 60 miles 
round trip from petitioner's home. Petitioner also used her automobile to visit 
her banker and her broker. Her bank, located in Los Angeles, was on her way to 
her Los Angeles investment properties, while her broker was in Beverly Hills, 
approximately 100 miles round trip from petitioner's home. During the taxable 
year in question, petitioner attended school, which was approximately 70 miles 
from her home, three times a week. She also admitted to using her car to visit 
her family and to attend church. 

Petitioner deducted the following real estate taxes on her 1967 return: 

AXES - 1967-68 

V. Beaudry Mts . 

LSM 

Tr. 3777 L 81-82 

Hol. Hts. Pn. 80 
Palm Se. 28NR11W 
Irrig. Dist. Assess. 

CPH #2 

PS Tr. #2 L ss 22 
Nor. 8225 L 8 B c 
Pet. Card. L24 B7 
Tr. 26841 L 1 
P.S. Assess. 

Norw. Assess. 

Norw. Assess. 

PID 

Art. Assess. 

Int . 

P.S. int. 

Total taxes paid 

Respondent disallowed $3,743 of the claimed deduction for failure to furnish 
adequate substantiation. n2 

n2 Respondent conceded on brief that the taxpayer should be allowed a 
deduction of $2,428.25 or $1,375.73 more than was allowed in the statutory 


$ 43.80 
8 . 02 
93.81 

112. 57 

201.43 (+ $351.13 int.) 

1902.41 
160.20 
22.24 
209.54 
213.33 
1S4.15 

825.57 
43.04 

71.36 (+ $ 13.49 int.) 

42.78 
235.04 
78.02 
8.14 
5.45 
479S.S2 
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notice of deficiency. 

When this case was first set for trial at Los Angeles, California, the Court 
granted petitioner a continuance following a pretrial conference, for the 
purpose of seeking as much proof as possible regarding the payment of expenses 
which respondent had disallowed for lack of substantiation. 

When this case was heard at Los Angeles, the Court directed the respondent to 
provide certificates from the tax collectors of San Bernardino, Riverside and 
Los Angeles Counties which showed the name in which the various parcels of 
property claimed by the petitioner were assessed and when those assessments were 
paid. The Court further directed that the record would be held open for 60 days 
for the purpose of receiving additional evidence. The Court later received from 
the respondent three groups of documents and a letter of transmittal which 
indicated that copies of these documents had been sent to the petitioner. These 
documents were received into evidence and marked as respondent's exhibits B, C 


Exhibit B consists of those parcels which were assessed in petitioner's name 
and on which the assessed tax was paid in 1967. It contains the following 
relevant information: n3 

n3 The fourth column reflects the reference to the property on the supplement 
attached to petitioner's 1967 income tax return. 


and D 


DESCRIPTION AMOUNT PAID 4/10/67 AMOUNT PAID 12/6/67 

Riverside County: 

Palm Springs 
Village 


AS LISTED ON 
PETITIONER ' S 
RETURN 


Tract 2, Lot 22 
San Bernardino 
County: 
Cedarpines 
Highlands No. l 
Lot 3 8 
Lot 19 

Lots 20 & 21 
Los Angeles 
County: 


nl $ 95.52 


PS Tr. #2 L ss 22 
n2 $104.77 - $209.54 


3.96 

6.36 

11.92 CPH #2 - $ 22.24 


Map Book - Page 
Parcel 
2845 22 27 
2845 22 32 


AS LISTED ON 
PETITIONER'S 


AMOUNT PAID 4/10/67 AMOUNT PAID 12/1/67 RETURN 


$ 1.99 
1.99 


$2.01 LSM$ 8.02 
2.01 LSM - 8.02 


Palm. Se. 28NR11W 


3023 4 15 
3040 2 2 
3040 2 3 
3040 2 4 
3040 2 5 
3040 2 6 


509.61 


3.34 

3.34 

3.34 

3.34 

3.34 


951.21 - 1902.41 

9.65 not listed 

8.65 not listed 

9.65 not listed 

8.65 not listed 
8.65 not listed 


1464 


33 T.C.M. (CCH) 234; T.C. Memo 197449; T.CMem.(P-H) 74004 


(Beaudry' s 
Mountains Lot) 


5606 14 6 
(Holson Heights) 
6017 4 2 


21.89 


V. Beaudry Mts . 
21.90 43.80 


$175.78 


$175.57 not listed 

Hoi. Hts. Pn. 80 


6033 3 32 


100.17 


$201.44 (+ $351.13 

100.72 int.) 


6088 15 16 


28.01 


Tr. 3777 L 81-82- 
46.91 93.81 


TOTAL TAXES PAID ON THESE PARCELS IN 1967: $2,065.88 
nl This includes one-half of a $12.45 special assessment. 
n2 This includes a $11.04 special assessment. 

Exhibit C contains the certificates from the tax collectors of San 
Bernardino, Riverside and Los Angeles Counties for which the assessments were 
paid in 1967 but which were not assessed in petitioner's name. There are two 
parcels -in such exhibit which appear to have been claimed by petitioner on her 
1967 return. 

The first parcel, listed on the return as "Nor. 8225 L 8 B c, " -is in tract 
No. 8225, Lot 8, Block C, Norwalk, California. The tax collector's certificate 
shows that this property is assessed in the names of Jesus D. and Adela Robles. 
Taxes of $170.81 were paid on April 10, 1967, with a second payment of $106.66 - 
made on December 4, 1967. 

The second parcel, reported on petitioner’s return as "Pet. Gard. L24 B7," is 
located in Petroleum Gardens, Lot 24, Block 7. The tax collector's certificate 
shows that this property is assessed to Rubel Garcia and that taxes of $76.54 
were paid on April 10, 1967. A second payment of $77.08 was made on December 4, 


In his cover letter to petitioner dated February 12, 1973, enclosing copies 
of all the certificates obtained pursuant to the Court ' s. order , respondent 
requested that petitioner forward proof that she owned these parcels and that 
she paid the tax on them. Respondent also noted that the Court had requested 
petitioner to provide it with letters answering her inquiry to the Palmdale 
Irrigation District as to whether the taxes paid represented taxes on property 
or represented special assessments. The letter also pointed out that petitioner 
should send the requested information directly to the Court by the date until 
which the record in this case was being held open for the purpose of receiving 
additional evidence. 

The only additional evidence which has been received by the Court consisted 
of the certificates of the tax collectors which were forwarded by the 
respondent. These were admitted into evidence and the record was closed. No 
further evidence has been submitted to this Court by petitioner since that time 
and petitioner has made no motion regarding additional proof she may have. 


1967. 
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ULTIMATE FINDINGS 

1. Petitioner, an investor, sold 100 shares of N.P.M. stock exactly six 
months after she purchased the stock. Accordingly, her gain on the sale was a 
short-term capital gain. 

2. Petitioner used the family room of her home for the production of income 
Since this room was 13 feet by 22 feet in size, it represented 15.4 percent of 
the 1,850 square feet home. Accordingly, she may deduct a proportionate 
amount of the operating expenses of her home. 

3. Petitioner failed to fully substantiate her investment-related travel 
expenses. She is, therefore, entitled to a smaller deduction than claimed on 
her return. 

4. Petitioner may deduct real estate property taxes of $2,428.25 as allowed 
by respondent. The additional amount claimed on her return is disallowed. 

OPINION 

Issue 1. Sale of Stock 

Petitioner purchased 100 shares of N.P.M. stock on December 2, 1966, and sold 
it on June 2, 1967, at a gain. Section 1222(3) n4 defines a long-term capital 
gain as a "gain from the sale or exchange of a capital asset held for more than 
6 months." [Emphasis added.] It is undisputed that the stock in question is a 
capital asset. The issue before us is the manner of computing petitioner's 
holding period for the stock. It has long been settled law that the holding 
period of property is computed by excluding the day of purchase and including 
the day of sale. In Sheets v. Selder.'c Lessee, 69 U.S. (2 Wall) 177, 190 
(2664), the Supreme Court, discussing the interpretation of contracts and 
statutes, said "Where time is to be computed from a particular day or a 
particular event... [the proper method of computation] is to exclude the day thus 
designated, and to include the last day of the specified period." This method is 
the one currently used by the respondent. Rev. Rul. 7 0-596, 1970-2 C.B. 166. See 
also Rev. Rul. 66- 7, 1966-1 C.B. 188. This manner of computation was approved in 

E. T. Weir, 10 T.C. 996, 1000-1001 (1948), affd. 173 F.2d 222 (C.A. 3, 1949). 

n4 All references are to the Internal Revenue Code of 1954, unless otherwise 
indicated. 

We therefore hold that petitioner's holding period for the N.P.M. stock began 
on December 3, 1966, and, when she sold the stock on June 2, 1967, she had held 
the stock for exactly six months. Accordingly, since section 1222(3) requires a 
holding period of more than six months, we find that petitioner realized a 
short-term capital gain on the sale of her stock. 

Issue 2. Deduction for Home Office 

On her 1967 return, petitioner deducted $500 which represented that portion 

of her housing costs allocable to the portion of the home set aside as a home 

office. Petitioner stated at trial that, based on what she felt was a fair 
rental of her home ($350 per month) , she did not feel that a deduction of $500 
was unreasonable. Respondent allowed only $112 of this amount, which represents 
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7.7 percent of petitioner's expense of maintaining the home (7.7 percent 
representing that portion of the home occupied by the average-sized room 
thereof) . 

Since petitioner has not maintained that she is in the trade or business of 
managing property, she is limited to a deduction under section 212 which allows 
her to deduct: * * * all the ordinary and necessary expenses paid or . incurred 
during the taxable year - 

(1) for the production or collection of income; 

(2) for the management, conservation or maintenance of property held for the 
production of income; or 

(3) in connection with the determination, collection, or refund of any tax. 

However, the burden of proving entitlement to and the amount of deduction 
under this section is upon the petitioner. Rule 142, Tax Court Rules of 
Practice and Procedure. 

We recently stated in Stephen A. Bodzin, 60 T.C. 820 , 825 (1973) that: 

* * * [the] applicable test for judging the deductibility of home office 
expenses is whether, like any other business expense, the maintenance of an 
office in the home is appropriate and helpful under all the circumstances. 
[Emphasis added.] 

We are satisfied from the record that petitioner is entitled to a deduction 
for home office expense. n5 The only remaining question is the amount of the 
deduction to which she is entitled. 

n5 We have earlier rejected respondent's contentions, based on Rev. Rul . 
62-180, 1962-2 C.B. 52, that the use of a home office must be required rather 
than voluntary, Stephen A . Bodzin, 60 T.C. 820, 825 (1973), and that an 
allocation be made on availability of use rather than on actual use, George W. 
Gino, 60 T.C. 304, 313 (1973). 

There is no evidence in the record of the overhead costs incurred by 
petitioner during 1967 in the operation of her home for such items as insurance, 
utilities, taxes and interest on her mortgage, if any. However, we are 
convinced that she did incur some expenses in the operation of her home office 
and we apply the rule in Cohan v. Commissioner, 39 F.2d 540 (C.A. 2, 1930) . n6 
We reject the respondent's allowance of $112 which was computed on a basis of an 
average-sized room in petitioner's home, since petitioner has proved to our 
satisfaction that she used the family room as an office. Since the record is 
not clear on whether the size of that room was 13 feet by 22 feet or 13 feet by 
26 feet, we follow the admonition of the Cohan court and take the lower figure 
which gives us a percentage of 15.4 which applied to respondent’s allowance of 
$112 based on a percentage of 7.7 percent entitles petitioner to a deduction of 
$224 . 

n6 Cohan v. Commissioner , 39 F.2d 540 (C.A. 2, 1930) at 543-544: 

Absolute certainty [in reconstruction without records] * * * is usually 
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impossible and is not necessary; the [Court] should make as close an 
approximation as it can, bearing heavily if it chooses upon the taxpayer whose 
inexactitude is of his own making. 

We decline to allow petitioner a deduction for the allocable portion of 
depreciation on her home since she has made no showing of the factors necessary 
for computing her depreciation deduction; that is, cost or the lower of fair 
market value or adjusted basis on the date of conversion from a personal 
residence to an office, salvage value or useful life. See sections 1.167 [a) -1 
and 1.167 (g)-l, Income Tax Regs. The burden of proof rests with petitioner 
and she has failed to provide us with the necessary information. 


Issue 3 . Investment -Related Travel Expenses 

On her 1967 return, petitioner deducted $1,500 as the cost of traveling 
15,000 miles for investment purposes. Respondent allowed only $120 of these 
expenses, disallowing the remainder for lack of substantiation. It is not 
disputed that an investor or one engaged in managing rental property may deduct 
travel expenses. n7 In her letters to respondent and at trial, petitioner has 
alleged that she drove between 26.000 and 30,000 miles during 1967. She further 
alleges that the few notes that she made from time to time regarding her mileage 
in 1967 were pilfered from her home. She offered no documentary evidence to 
support her testimony regarding the total mileage driven or the 

investment -related mileage driven. Based upon all the evidence and applying the 
rule in Cohan v. Commissioner, supra, we allow petitioner a deduction of $254.40 
for automobile travel related to her investment activities. 


n7 See Martha E. Henderson, T.C. Memo 1968-22 and Louis H. Mayer, a 
Memorandum Opinion of this Court dated June 13, 1951. 


Issue 4 . Real Estate Taxes 

On Her return for 1967, petitioner deducted $4,79S.52 as real estate taxes 
paid. Respondent's position is that petitioner may only deduct the real estate 
taxes paid in 1967 on property which was assessed in her name in that year. He 
relies on section 164(a) (1) which permits the deduction of real estate taxes 

only in the year paid and on section 1.164 -1(a), Income Tax Regs., which states 
that "[in] general, taxes are deductible only by the person upon whom they are 
imposed." We approved the validity of this section of the regulations in 
Virginia M. Cramer, 55 T.C. 1125, 1130-1231 (1971). 

An examination of the certificates provided by the tax collectors of Los 
Angeles, San Bernardino and Riverside Counties pursuant to our order indicates 
that only $2,065.88 was paid on property assessed in the name of petitioner. 
Despite the fact that the Court held the record open for 60 days to allow 
petitioner an opportunity to substantiate her claim that she owned the parcels 
claimed on which the tax was not assessed in her name and that she had paid the 
taxes thereon in 1967, no further evidence was forthcoming. 

Many of the items claimed as taxes appear to be special assessments which are 
not allowable deductions. Section 164(c) (1). Petitioner failed to offer any 

proof regarding her entry of "Tr 26841 L 1." and is, therefore, not entitled to 
the $825.57 claimed therefor. 


1468 


33 T.C.M. (CCH) 234; T.C. Memo 1974-49, T.C.Mem.(P-H) 74004 


In summary, the record seems to support a deduction of only $2,065.68. 
However, since respondent has allowed petitioner a deduction of $2,428.25, we 
will accept such amount as the deduction for real estate taxes and not disturb 
respondent's allowance. 


In her opening brief petitioner, for the first time, claimed a casualty loss 
to her real estate of $129,673 which she contends resulted from vandalism and 
mob riots. Such deduction was not claimed on her income tax return, in her 
petition, or during the course of the trial. There is no evidence of such 
loss in the record. The Court will not, therefore, consider such a claim. 
Eleanor C. Shomaker, 38 T.C. 192 (1962). 


Decision will be entered under Rule 155. 
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Cornelia C. F. Horsford, Petitioner, v. Commissioner of 
Internal Revenue, Respondent 

Docket No. 112449 

UNITED STATES TAX COURT 

2 T.C. 826 


September 30, 1943, Promulgated 
DISPOSITION: Decision will be entered under Rule 50. 

SYLLABUS: Deduction -- Taxes. -- Occupant of a residence for life, charged with 
payment of taxes and repairs but holding title in trust, is entitled to deduct 
on individual return taxes which she paid to protect her estate. 

COUNSEL: Richard Bancroft, Esq., for the petitioner. 

Melvin S. Huf faker, Esq., for the respondent. 

JUDGES: Murdock, Judge. 

OPINIONBY : MURDOCK 

OPINION: [*826] OPINION. 

The Commissioner determined deficiencies in income tax of this petitioner as 
follows : 

1937 $ 175.45 

1939 234.81 

1940 442.98 

The only adjustments made by the Commissioner which are now contested are the 
disallowance of deductions for taxes paid by the petitioner on a residence in 
Cambridge, Massachusetts, which she occupied. The case has been submitted upon 
a stipulation of facts, which is hereby adopted as the findings of fact. 

The petitioner’s father died in 1893 a resident of Cambridge, Massachusetts. 
He left the family homestead in trust to the petitioner and another daughter and 
the survivor of them and their heirs and assigns forever. His widow was to have 
the privilege of occupying the homestead during her life, and upon her death any 
daughters who remained unmarried were to have the right to occupy it for their 
lives. The occupant was "to pay all taxes thereon and to keep the estate in 
good repair during that time." Upon the death of the last unmarried daughter the 
estate was to be sold by the trustees and the proceeds divided equally among any 
surviving daughters and the then living issue of any deceased daughter or 
daughters . 
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The father was survived by his widow and five daughters. The widow died in 
1900 and all of the daughters except the petitioner died prior to 1928. There 
are living issue of daughters who married. The petitioner has never married 
She has occupied this property as a residence for many years. She has held the 
property as surviving trustee. The trust has never been in receipt of any 
income . 1 


The taxes here in question were assessed on this property in the name of the 
trustee by the city of Cambridge for the taxable years. The petitioner paid all 
of those taxes in the year assessed. She filed no return for the estate of 
which she was trustee, but claimed deductions for the taxes here in question on 
her individual Federal income tax returns. The Commissioner explained in his 
notice of deficiency [*827] that the deductions were not allowable under 
section 23 (c) , because the taxes were assessed to the trustee. 

This is not a case requiring decision as to which of two owners is entitled 
to deduct a tax where there has been a change of ownership during the year. The 
question is, Are the taxes deductible by the trust of which this petitioner was 
trustee or are they deductible by her individually? They are not deductible by 
the trust because the trust did not pay them, and for that matter had no means 
of paying them. The petitioner paid them as an individual, she had to pay them 
in order to protect and enjoy the estate which she had in the real property. 
While it is not necessary to determine exactly what estate she had in the 
premises, nevertheless, it is apparent that she had some equitable estate 
therein during her life. The case of Margaret B. Sparrow et al . , Trustees, 18 
B. T. A. 1, is distinguishable. There the trustee had funds, made repairs upon 
the premises, and was allowed a deduction for repairs. The widow in that case 
was reimbursed for the taxes which she paid and their deductibility was not in 
issue. Here the petitioner was required by the will to pay all taxes on the 
property and to keep the estate in good repair during her occupancy, she 
actually paid the taxes, and was not reimbursed. She was not paying the taxes 
of another, either voluntarily or by contract, but was paying taxes upon her own 
property under the alternative that the sovereign would take the property for 
nonpayment. She was not paying them merely because of the provisions of the 
will, she had to pay them or vacate the property. She is entitled under the 
circumstances of this case to the deductions which she claimed on her returns. 

Cf. Martin Thomas O'Brien , 47 B . T. A. 561; Estate of John Edgerly Morrell, 43 
B. T. A. 651 ; Hord v. Commissioner , 95 Fed. (2d) 179. 


Decision will be entered under Rule 50. 
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Estate of Mary Rumsey Movius, Deceased, Livingston Hall and 
Parker Hall, Surviving Executors, Petitioner, v. 

Commissioner of Internal Revenue, Respondent. Evelyn Rumsey 
Lord, Petitioner, v. Commissioner of Internal Revenue, 

Respondent 

Docket Nos. 34038, 34039 

UNITED STATES TAX COURT 

22 T.C. 391 

May 21, 1954, Filed 
May 21, 1954, Filed 

DISPOSITION: Decision will be entered for the petitioner in Docket No. 34038. 

Decision will be entered under Rule 50 in Docket No. 34039. 

SYLLABUS: Petitioners, beneficiaries of an estate, for 3 years prior to the 
taxable year authorized the executors- trustees to withhold distribution to them 
of income to which they were then entitled, to create a fund from which to pay 
certain anticipated tax liabilities with respect to non- income producing real 
estate held as assets of the estate in trust for petitioners and which taxes the 
estate would be unable to pay from current income. This income was in each year 
reported on her return by the individual as in fact distributed. Held, that the 
petitioners were entitled to deduct on their individual returns in the taxable 
year, as taxes paid by them, their proportionate par*- of such fund used in the 
taxable year by the executors to pay such taxes. 

COUNSEL: Daniel G. Yorkey, Esq., and Alexander C. Cordes, Esq., for the 
petitioners . 

William G. O'Neill, Esq., for the respondent. 

JUDGES: Bruce, Judge. 

OPINIONBY : BRUCE 

OPINION: 1*391] Respondent has determined deficiencies in income tax for the 

year 1945 of $ 1,488.26 with respect to the Estate of Mary Rumsey Movius and $ 
1,213.38 with respect to Evelyn Rumsey Lord. The proceedings were consolidated 
for hearing. The question presented in each case was the same, namely, whether 
the petitioners, both beneficiaries of the same estate, are entitled to deduct 
the amount of certain real estate taxes assessed against the estate and paid in 
that year. 

FINDINGS OF FACT. 

Certain of the facts were stipulated and are so found. Other facts not 
stipulated but hereinafter set out are found upon evidence presented at the 
hearing . 
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Petitioner's decedent in Docket No. 34038 and petitioner in Docket No. 34039 
filed returns for the calendar year 1945 with the collector of internal 
revenue at Buffalo, New York. 

[*392] Bronson C. Rumsey died in March 1902, a resident of Buffalo, New 
York, leaving a will which was duly admitted to probate. A large part of his 
estate consisted of various parcels of real property, some of which were income 
producing, but many of them being unimproved properties at various locations 
produced no revenue . 

By his will Rumsey left the aforementioned real estate to his executrices and 
executors thereinafter named, "in trust nevertheless, to convert the same into 
money when and as in the judgment of my executrices and executors such 
conversion shall be most judicious, and to divide the proceeds thereof into as 
many parts as I shall leave children me surviving." He was survived by two sons 
and two daughters hereinafter mentioned. 

The will directed that one such part should be distributed to his son 
Lawrence D. Rumsey and one part to his son Bronson Rumsey, "to be held by him 
absolutely." It further directed that one such part should "be held by my 
executrices and executors in trust" for his daughter Mary Lovering Movius, and 
one part for his daughter Evelyn Rumsey Cary, to be invested and reinvested in 
interest bearing securities and the income therefrom paid to said daughter 
quarterly during her natural life." Each daughter was empowered to dispose, by 
will, of the share so set apart for her. 

The will of Bronson C. Rumsey further provided that. "Pending the conversion 
of my residuary estate as directed in this Article, I direct that the net income 
derived therefrom after my decease be divided equally between the children 
entitled to share therein by the terms hereof." 

Evelyn Rumsey Cary died in 1924, prior to the taxable year in question, and 
part of her interest in the trust for her benefit and in the Rumsey estate 
passed through the exercise of her power of appointment to her niece, the 
petitioner Evelyn Rumsey Lord. Mary Lovering Movius died in 1948, subsequent to 
the taxable year in question. 

A large amount of the real estate holdings of the Rumsey estate was difficult 
to dispose of to advantage by the executors who were charged by the will to 
liquidate these holdings in order to build up the corpora of the two trusts 
provided for, and they continued the administration of the estate for many years 
in an attempt to work out the disposition of these various pieces of real 
estate. In the year 1945 the executors had not yet filed a final account with 
the probate court. It had been the custom each year to furnish a report to the 
beneficiaries and receive from them an approval of the actions taken. Prior to 
1945 the two sons of the decedent, Bronson C. Rumsey, each possessing a 
one-fourth interest in the estate, were settled with in full by the executors, 
and thereafter the only two remaining interests were those of the two daughters 
of that decedent. 

[*393] For many years, up to and including the taxable year 1945, George T. 
Ballachey represented the executors and trustees as agent for the estate and the 
trusts created under the will of Bronson C. Rumsey. He was also one of three 
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gye'-u 1 ' ors - trustees appointed under the will of Evelyn Rumsey Cary All of che 
affairs of the estate and of the trusts in question were handled by Ballachey in 
the same office. Separate books of account were maintained for the 
for each of the trusts and income tax returns were prepared and filed each 
year by Ballachey for the estate and also for each of the trusts. I" addition 
to acting for the estate and the two trusts. Ballachey also represented both of 
the beneficiaries of the trusts under the will and the petitioner Evelyn Rumsey 
Lord after her acquisition of part of one of those interests, in all of their 
personal financial affairs, including the preparation and filing of their income 
tax returns. 

Early in the year 194 2 it became apparent to the executors of the Rumsey^ 
estate that they would experience considerable difficulty in keeping 
various pieces of real estate through continuing payments of taxes assessed. 
Certain pieces of this property had accumulated assessed taxes in an amount 
which in P all probability would not justify an expenditure necessary to save them 
from delinquent tax sale. 

Faced with this situation, the executors decided that it would be best to 
survey the condition of the various properties and decide which of bbero 
justified an attempt to retain them for the estate. To do this would requi 
funds for the payZnt of taxes. Some of the properties of the estate were 
income producing, this income, as directed in the will of Bronson^ Rums y^ 
being distributable currently to the two beneficiaries of the estate. It was 
decided that the best course of action would be to accumulate this income in 
order 6 to have the funds to meet these tax parents. This situation was taken up 
by the executors with the two beneficiaries and they in turn authorized an 
directed the executors not to pay over to them the income in question b “ b 
hold it for the payment of the taxes on such of the properties as tbe ***=^° r = 
should decide should be retained. Such distributable income was not credited to 
the beneficiaries on the books and records of the Estate of Bronson C. Rumsey, 
but their proportionate shares of such income so withheld each year were 
included, in the year withheld, in the Federal income tax returns of the t o 
beneficiaries for the years 1942, 1943, and 1944. 

in the year 1945 the executors of the Rumsey estate made payments of taxes on 
certain of the properties standing in the name of the estate, which taxes had 
been assessed against the estate, using therefor the funds accumulated inider the 
direction of the two beneficiaries, and these beneficiaries in turn took 
deductions on their personal returns 1*394) of the mount of the funds so 
used and which had been reported by them as income over the prior , 3 ™ 

disallowance by respondent of these deductions gives rise to the deficiency 
here in question. 


OPINION. 

In each of the statements accompanying the notices of deficiencies 
respondent explained the adjustments giving rise to the deficiencies as fol 

It is held that no deduction is allowable under Section 23 (c) of the 
Internal Revenue Code for' taxes paid on real property held in trust for you, 
legal title to which is in the trustees. 

Petitioners contend that the funds accumulated for the payment of taxes un 
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the permission and direction of tne two beneficiaries, being distributable to 
them and being applied by their direction to payment of taxes to protect 
properties of which they were the direct beneficiaries, constitute payments of 
taxes by them individually from these funds and that they are entitled to their 
deduction as taxes paid. 

It is respondent's contention that the Rumsey estate had never been settled 
and was still a taxable entity, and that payment of the taxes was actually made 
by the executors of the estate and made from income of the estate and 
consequently deduction could be taken only by the estate and not by the 
beneficiaries . 

The rule appears to be clear that one owning a beneficial interest in 
property who pays taxes thereon to protect such interest may deduct the payment 
so made, even though the legal title to the property is in another against whom 
the tax is assessed. Cornelia C. F. Horsford, 2 T. C. 826; Martin Thomas 
O'Brien , 47 B. T. A. 561; Estate of John Edgerly Morrell, 43 B. T. A. 651; Hord 
v. Commissioner , 95 F. 2d 179. 

We think, under the facts here presented, the payment of the taxes in 
question must be held to have been by the two beneficiaries of the estate. The 
funds in question were ones to which they were entitled and were withheld from 
actual distribution to them, under their direction, to be used for the specific 
purpose of protecting their individual interests in the real property of the 
estate. Without such withholding and payment the property thus saved for the 
estate, and consequently for the benefit of petitioners, would have been lost 
through tax sales, as indeed several pieces of property on which the taxes were 
not paid by the estate or by petitioners were lost. The payment of the taxes by 
the executors- trustees in the circumstances of this case must be regarded as the 
equivalent of payment by the petitioners. 

This income had been treated by the beneficiaries as realized and distributed 
to them, as it was included in the income reported by them on [*395) their 
returns for the three years. The manner in which the use of these funds was 
effected appears to be no more than one of convenience. Ballachey was agent of 
the estate and of the trusts, and personal agent of the two individual 
beneficiaries. We think to hold that this income was never realized and used by 
the beneficiaries is to overlook the realities of the situation. 

Petitioners, by amended petitions, have raised an alternative issue. This is 
that the administration of the Rumsey estate having been prolonged for many 
years after all debts were paid, and for the one purpose of liquidating the real 
estate holdings, it should be considered as in fact terminated and the executors 
as holding the real estate merely as trustees in the interests of the two 
trusts; that consequently the real estate should be considered as trust assets 
and the separate accounts of the estate and the two trusts be consolidated and 
the income or loss determined as that of the trusts; thus, in that event, the 
expenditures of the estate would be offset against incomes of the trusts and the 
items here in question should be given effect as deductions in the computing of 
net income of the petitioners as beneficiaries. In view of our holding on the 
primary contention the alternative issue is not considered. 

Respondent is reversed upon his holding that petitioners are not entitled to 
deductions representing taxes paid on estate property from income withheld from 
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distribution to them ac tneir direction for use for this purpose. Petitioners 
on brief have waived claims asserted for findings of overpayment. In Docket No. 

34038 the figures of petitioners and respondent are in accord, but in Docket No. 

34039 there is a slight discrepancy in the figures which is not explained by the 
record. 

Decision will be entered for the petitioner in Docket No. 34038. 

Decision will be entered under Rule 50 in Docket No. 34039. 
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Lena L. Steinert, Petitioner, v. Commissioner of Internal 
Revenue, Respondent 

Docket No. 75067 

UNITED STATES TAX COURT 

33 T.C. 447 


December 7, 1959, Filed 
DISPOSITION: Decision will be entered under Rule 50. 

SYLLABUS: 1. Held, petitioner had a life estate in certain Massachusetts 
properties and is entitled to deductions for real estate taxes paid by her in 
respect of those properties notwithstanding that legal title was in a bank and 
the taxes were formally assessed in the name of the bank. 

2. Deduction for hurricane damages in respect of one of such properties, 
presently claimed by petitioner, held allowable. 

COUNSEL: George H. Kidder, Esq., for the petitioner. 

Raymond T. Mahon, Esq., for the respondent. 

JUDGES: Raum, Judge. 

OPINIONBY : RAUM 

OPINION: [* 447 ] OPINION. 

The respondent determined deficiencies in the income tax of petitioner as 
follows : 

Taxable year Deficiency 

1954 $ 2,774.36 

1955 1,775.82 

1956 1,857.19 

We are required to decide whether petitioner is entitled to deduct certain 
real estate taxes paid by her during each of the 3 years and whether she is 
entitled to a deduction for a casualty loss in 1954 by reason of hurricane 
damage to a summer residence. All of the facts have been stipulated. 

1. Petitioner, a resident of Boston, Massachusetts, filed her income tax 
returns for the years 1954 to 1956, inclusive, with the district director of 
internal revenue for the district of Massachusetts. 

During the taxable years 1954 to 1956, inclusive, petitioner occupied 
residences at 401 Commonwealth Avenue, Boston, Massachusetts, [* 448 ] and on 
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Bay View Avenue, Beverly, Massachusetts, as her winter and summer homes, 
respectively. These properties were formerly owned by her husband, Alexander 
Steinert, and upon his decease in 1933 were included in the residue of his 
estate devised to a testamentary trust. Within the time required under the laws 
of Massachusetts, petitioner waived her interest under the will and claimed 
her statutory right of dower. 

On February 11, 1936, by deeds duly recorded with the appropriate registries 
of deeds, the testamentary trustees conveyed both of the foregoing properties to 
the Alexander Corporation, a Massachusetts corporation. Petitioner did not join 
in these conveyances to release her dower rights. Robert S. Steinert, a son of 
the decedent and one of the two testamentary trustees, was the president and 
treasurer of the Alexander Corporation. 

On December 30, 1947, the Alexander Corporation deeded both properties to the 
First National Bank of Boston. Simultaneously, the petitioner, on December 30, 
1947, executed an instrument which stated that she was releasing to the 
Alexander Corporation all rights of dower and homestead and other interests in 
and to both of the properties. In consideration for this instrument of release, 
petitioner received an agreement from the First National Bank of Boston, dated 
December 30, 1947, reading as follows: 

In consideration of your releasing your rights of dower and other interests 
in the properties located at 401 Commonwealth Avenue, Boston, and on Bay View 
Avenue, Beverly, Massachusetts, both of which have been conveyed by The 
Alexander Corporation to The First National Bank of Boston, the Bank agrees that 
you may occupy the said properties for your natural life, rent free, so long as 
you pay all the carrying charges of the same, including taxes, insurance, water, 
repairs, etc., and so long as you maintain the same in good condition. 

In the event that you should desire to sublet either or both of the said 
properties for a portion or for the whole of your life tenancy, the prospective 
tenant must be satisfactory to the Bank and you must secure in writing from such 
tenant the proper agreement that upon your demise the Bank shall have the right 
to enter into immediate possession. 

It is the intent of this arrangement that you are to enjoy the rights of a 
life tenant, but that the Bank does not agree nor does it undertake to assure 
you such a tenancy, in the event that either or both of the said properties are 
damaged or destroyed by fire or otherwise rendered unfit for occupancy. 

The Bank further agrees not to dispose of the said properties except subject 
to the rights of Mrs. Steinert herein enumerated. 

It is a condition of this agreement that it shall not be recorded in any 
Registry of Deeds. 

This agreement has at no time been recorded in any registry of deeds. During 
the years 1954 to 1956, inclusive, title of record to both properties has been 
in the name of the First National Bank of Boston. During these years, the 
insurance on both properties was in the name of the bank. 

[*449] Chapter 59, section 11, of the Laws of Massachusetts provides as 
follows : 
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Real Estate. Taxes on real estate shall be assessed, in the town where it lies, 
to the person who is the owner on January first, and the person appearing of 
record, in the records of the county * * * where the estate lies, as owner on 
January first, even though deceased, shall be held to be the true owner thereof; 
provided, that whenever the commissioner deems it proper he may, in writing, 
authorize the assessment of taxes upon real estate to the person who is in 
possession thereof on January first, and such person shall thereupon be held to 
be the true owner thereof for the purposes of this section; and provided 
further, that whenever the commissioner deems it proper he may, in writing, 
authorize the assessment of taxes upon any present interest in real estate to 
the owner of such interest on January first, and taxes on such interest may 
thereupon be assessed to such person * * * 

During the years 1954 to 1956, inclusive, the real estate taxes on the Boston 
and Beverly properties were assessed in the name of the First National Bank of 
Boston. Petitioner paid these taxes in the amount of $ 3,590.60 for 1954, $ 
3,644.60 for 1955, and $ 4,055.80 for 1956, and claimed deductions for these 
payments in her income tax returns. Respondent disallowed these deductions. 

Section 164 of the Internal Revenue Code of 1954 provides that, with certain 
exceptions not here material, there shall be allowed as a deduction taxes paid 
or accrued within the taxable year. Applicable income tax regulations issued 
under the 1954 Code provide, in section 1.164-1, that "[in] general, taxes are 
deductible only by the person upon whom they are imposed." This Court has held, 
however, that one owning a beneficial interest in property who pays taxes 
thereon to protect such interest may deduct the payment so made, even though 
legal title to the property is in another against whom the taxes are formally 
assessed. Cornelia C. F. Horsford, 2 T.C. 826; Estate of Mary Rumsey Movius, 22 
T.C. 391 . 

Respondent contends that petitioner is not entitled to the claimed deductions 
for real estate taxes paid because she is not the person upon whom the taxes 
were imposed and was not legally liable to the taxing authorities for these 
taxes; that the agreement between petitioner and the bank created a 
lessor-lessee relationship and petitioner’s payment of real estate taxes and 
other operating expenses of the properties was in the nature of rental payments; 
and that, in any event, petitioner had no estate or interest in the properties 
sufficient to constitute her payment of the taxes thereon as proper deductions 
in her income tax returns. We do not agree. 

Petitioner, in consideration for the release of her dower and other interests 
in the Boston and Beverly properties, received from the bank the right to occupy 
those properties for her "natural life, rent free, so long as * * * [she paid] 
all the carrying charges of the same, including taxes, insurance, water, 
repairs, etc." The agreement of December [*450] 30, 1947, stated that it was 

"the intent of this arrangement that you are to enjoy the rights of a life 
tenant" and gave her the right "to sub- let either or both of the said properties 
for a portion or for the whole of your life tenancy. " She acquired the right to 
occupy or sublet the properties for a period that was indefinite in duration and 
might continue as long as she lived, thus placing her interest in the properties 
in the category of estates for life. Cf . Tinkham v. wind, 319 Mass. 158, 65 
N.E. 2d 14. As life tenant she had the duty to pay carrying charges, including 
taxes assessed against the properties, and that duty did not arise merely as a 
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contractual obligation but was one imposed by law as an incident attaching to 
her estate, nl When she paid the real estate taxes on the Boston and Beverly 
properties for the taxable years she was satisfying her liability regardless of 
whether the Massachusetts taxing authority assessed them in her name as the 
person who, on January 1 of each year, was in possession and had a present 
interest in the properties, or assessed them in the name of the bank as record 
owner. She paid the taxes not only because she had a duty as life tenant to 
do so, but also because her beneficial ownership of the properties for life 
would have ceased had she failed to do so. By making the payments, she insured 
the continuance of, and protected her life estate in, those properties. In the 
circumstances, our conclusion is that the respondent erred in disallowing the 
deductions for real estate taxes claimed by her in her returns for the taxable 
years. Cornelia C. F. Horsford, supra ; Estate of Mary Rumsey Movius, supra. 

----------------- -Footnotes- ----------------- 

nl See 1 American Law of Property, secs. 2.19, 2.20. 
---------------- -End Footnotes- - - - - ------- 

2. In the year 1954 the property on Bay View Avenue, Beverly, sustained a 
loss in value as a result of hurricane damage in the amount of $ 5,500. 

Expenses of cleaning up the property after the hurricane, which were paid by 
petitioner, amounted to $ 1,100. In her income tax return for 1954, petitioner 
claimed a deduction for casualty loss in the amount of $ 6,600. This deduction 
was disallowed by respondent. Petitioner now urges she is entitled to a 
deduction for a casualty loss in 1954 in the amount of $ 1,631.94, comprising 
the $ 1,100 in clean-up expense actually paid by her, and $ 731.94 claimed by 
her to represent that part of the $ 5,500 loss in value to the property caused 
by the hurricane which is apportionable to her lire estate in the property. 

Petitioner is entitled to a deduction of $ 1,100, which was the amount 
expended by her in cleaning up the Beverly property after the hurricane. A 
similar deduction claimed by a life tenant in Katharine B . Bliss, 27 T.C. 770, 
was allowed, and this allowance was not disturbed by the Court of Appeals for 
the Second Circuit when on appeal. 256 F. 2d 533, it reversed that part of our 
decision holding that the life tenant was entitled to deduct only that portion 
of the storm loss applicable 1*451] to her life interest. As to the $ 5,500 
damage to the property itself, petitioner is not presently seeking a deduction 
in excess of what would have been allowable under our decision in the Bliss 
case. Although the record is not as clear as we would like in relation to the 
apportionment, we are reasonably satisfied that the $ 731.94 loss is fairly 
allocable to petitioner's life interest. We hold that petitioner is entitled to 
deduct that amount. 


Decision will be entered under Rule 50 . 
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SUMMARY 


Jane* HcDougal, a major tiockholdtr , with the help of other* effectively 
control* the affairs of theliimrttf ion antf~r**^/ho 1 1 y-owned subsidiary. Among 
other things, this cojscfol enabled Mr. McDougaP^tx^uae corporate resources to 
develop large land (development ■ . I t also enabled hiaXo d ivert — tub j t an t i a I 
amounts of funds/from the projects to litastlf and oth ers, frhg are considered to j 
be ins ide’r* (jVfatives of Mr. HcDougal, employee*, relatives Xf employee* and 
friend* ) . 


These developments have k«*h dMif aintd to be_ ofquest ionable economic worth and 
aigni f idant losses are app^tXntT Of p a r t icuTTr'^OAce r n are the Cakoobello, 
Maple/Creek and Ca>rfe Grande projects. If recogni zed>4oeses associi^ed with 
the«X project s coyTd render the Institution insolvent. 

For/ the most/part, all projects, including the end-loans to p'^haaera A were 
fiofanced b/the Institution. Basically this funding was provided byYash 
receipts derived from insured savings deposits. Since Mr. HcDougal acquired 'ythe 
lc/stituci/n in 1982, liabilities grew from $6 million to over 5123 million. 

large' portion of the profits associated with the projects (sales of \ota a'pd 
i ractsi were taken into income immediately. Thia accounting treatment 
•proper (as such sales were usually fully financed by the Institution aid 
ndiractly by it* subsidiary!. Instead, the profits should have been deferrec . 


[f the profits were booked properly, 
mol ent . 


the Institution would be, 


fact , 


profits also had a direct relationship to savings growth. By incriasi^g 
rth with the profits, I he Institution effectively maintained a b 

some of this growth. Tl> r fi rr>wf h J 1 1 — Mr. HcDo ugal to mafre tyh e ~y 

ipment investments and to direct cash payments to himself an</ otf/er 


7 ^' 


In Vddicion to the improper account i np entries, management blatantly d/srega/ded 
numerous re gu I at ions , i uc I ml i hi* 1 1»»* growth regulation. It is also apparent /that 
certain p\ovi>ion> of I lie August 0, 190* Supervisory Agreement were/ignored/ 


The BoVrd df Directors consented to a Cease and Desist or&ir which became 
effectiVe orV. August 15, I90o, jnJ is sliuwo js Exhibit 1 . ^Thi s order addrt^ses 
most of thp problems contained in the comments. 

In the Board \fyO» rec t or ’ s meeting on July 17, 1986, Vlri — John Latham resigned as 
Director, ana the Ruard terminated Ins employment as Chairman of the 8oard and 
Chief Executive Officer. lie was retained as an advisor to the Board. A Board 
Committee, composed of Directors Cullman and llawktns, is now directing the 
affairs of Che Institution. 



Formal investigative powers have been granted in this case under Section 
C07 (m ) ( 2 ) of the National Housing Act. 
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investment restricted Madison taking all of that 
property. 

Mr. Ward had confidence in the value of the 
property, thought it was a good purchase and was willing 
to participate if in fact he had no liability beyond the 
piece of property he was acquiring. So it was a no risk 
situation to Ward who thought the project could work and 
thought it had strong potential for being another 
successful real estate development, and Ward's motivation 
wa6 profit without risk. 

Q. Who bore the risk in this transaction? 

A. Assuming there was risk, and ultimately there was a 
risk because there was a loss, Madison Financial incurred 
.the risk. 

Q. All right, sir. I would ask you, given that 
background, was Mr. Ward a nominee of Madison Financial 
for purposes of this transaction? 

A. Ward's participation accommodated Madison's desire to 
acquire the entire property. 

Q. All right. Again, sir, do you have am opinion about 
whether Mr. Seth Ward served as a nominee of Madison 
Financial in thi6 transaction? 

A. I don't know that I can restrict it to serving only 
on Madison' 6 behalf. I think Ward was serving also on his 
own behalf without risk. That accomplished Madison's 


-<.tj O Q 
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i;i.A I. ! k L'\.\ 8 -.\U ;T O' 


FEUB 


Board of Directors 
ladisoQ Guaranty Savings acd Loaa 
Association 
?. 0. Bex 1583 
16ch and Main Screens 
Uigusta, Arkansas 72203 

qear Board Members: 

examination of Madison Guaranty's financial cocditioc and operating 
practices is currently being conducted by eraalners representing /me Federal 
Home Loan Bank Board . Ibis examination. is noc yet complete. However , Lz has 
\already disclosed matters or serious suoe mso zj coccarr. including nr sir a and 
nsou^d practices, ins ranee s of noncompliance with cne july^-i’9, 1931 I 
Sdnervisory Agreement and regulacory violations - Accordingly, we are \ 
schqduLi^g a board of diracrors meeting for July 21, 1936 ar 1:30 p.n- ip be 
heldVac^ c^e Federal Home Loan Bank of Dallas, 5^0 Last Jonn Carpencar Freeway. 

Funherrrq^e, as a result of this office’s od going monitoring of Madison 
Guaranty, we have noted your association's continued failure co err ply win 
the minimum net worth requirement of Section 553.13 of me Insurance 
Regulations. Ac April 30, 1985, your association's regulacory oet worrh 
cocaled 52.5 millioc , some $1.55 oillion short: of its 


As you know, the July 19, 1981 Supervisory Agreement by and between this 
office and your association requires you cn cake actions co effect Madison 
Guaranty's compliance wich che nee worth requirement of Insurance Regulation 
563.13. However, during 1985, Madison Guaranty’s liabilities grew 1202 from 
$18 million, co $105.3 million. In che first four months of 198^, liaoillties 
grew 25.C (annualized) co $115 million. This recsQt growth by Vour association 
appears cocally contradictory co yo> r July 19, 1981 commitment 'co\ being 
l| Madisoo Cuarancy into net worth con-liana . \ \ 

result of the seriousness of che preliminary results of che| examination 
In^progress at your institution, we find it necessary to cake immediate 
super'/isory'actibnZ Accordingly, pursuant co Insurance Regulations 563.12(c), 
we hereby direct you co take che following corrective actions until me 
aforementioned meeting Is held and/or you receive turner nocice from this 
office: \y 

CCBW-885. \ 
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Madi^cm Guarar.cy Savings an d Loan 
*sociatioc 
dgusta, Arkansas 
<fune 19, 19 Ba 


RBW-886. 


4) 


. _ associacioa shall upon receipt or this letter iacedia 
aviazs races co ensure chat che races it pays co attract 

. . _ _d i /4 rnmnanhl 

/ deposits are aoc 


iy adjure Its 
aviags 



chac is in excess of cne amount of inceresc credlCed oa savings yicco 
imnun r co fund. sqy laacs~ia“? rocess obligation's or 


che 
1C3 

anoint 
dues 

and che amount necessary co fund say laacs-ia-process obligacioafc or 
legally binding commitments existing as of che dace of chis leccfcr. 

Madison Guaranty shall comply fully with che restrictions and 
requirements of Insurance Regulation 563.9-8. Accordingly , amon;, oc 
things, che association may not make any additional direc- invefcene. 
as char ten is defined In Section 56 a - 9 - 3 (b)(1) of che Icsu..anCp 
without che prior written approval of this o — ice./ 


Regulations, 


snail tnmedlAcely/ 


The associacioc, and its wholly owned subsidiary, _____ _ 

ce miners che incentive compensation plans currently in ef feed roc 
Messrs. McDougal and Henley, whereby they receive 101 of tracer i: 
. geaerered by Madison Financial Corporation and Madison Goars nr/ 
respectively 


:come 


la aedirloa , che cocpeasacion paid co 
individuals shall be immediately adjusred co a level 
comnensation paid co officers virh similar ducies.add uspuLi-^..- 
vho^are employed by enriirs similar in sire apd operating pcactices co 
Hadishc Guaranty. 


eae two 

oomeasurate ^co the 
responsibilities 




he^Vsso 


L 


commit to 


The Yssociatioc or any of its subsidiaries shall aoc make or 
make, purchase or commit co purenase, all or any part o: a loan secure, 
by real esrsce. until and unless che fallowing conditions have been met: 

a) the documentation cequiremencs of Section 563.17-Kc) or the 
Insurance Regulations are fully satisfied; 


b) 



che appraisal report obtained is in conpUaoce with requirements and 
guidelines of Memocandun R-4lb; and 

che loan has a lean-to-value ratio of 90Z or less ba^Ad upon che 
lover of either cr.e security property’s sales price or ics appraised 
value. \ \ 


Madisoc Guarancv. or anv of its subs ^^. T - » i ^ — -y- 

a ddiZlcceJ of ■ esnt e __o w ned bv the 4 s s oc 1 a c i o n or an y a f it 

_ 1 _ _ _ 1 — A a P 1 aas 1 1 if KflHl 


tv r r*-!-.. 


!3rf“ 


subside 


commitments 

letter. 


sc 
to ? 


, at . c urn , a a- - . — j - 'ii_r — — : * - - - — v.. 

ive for sales closed pursuant to legally binding V 
>rovice suc.n financing in existence at the dace or chis 



The assoclarlmn_shiI^mo_c ._ar.d shall, not .allow .acy..oc ics . suosidiaries . 
c-'-saci_husimess wv.ch_aoy_af. che Jollowir.i„na=ed - coosar.i.es except} for 
r ted pursu ant c o con t r a t tea I~ar ra ng e me nc s _ext"s t i og at che 
1 -s • ; ’ » - _*•*. Furthermore, chis office oust be nocified in 
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Madison Guaranty Savings and Loan 
Association 
Augusta,- Arkansas 
JjZ- 19, 1986 
age 3 

writing prior co any payosnc of alQOO or more by MadisonsGuarantyN 
of/ics subsidiaries co any of che following companies pursue co 
pontzacrual arrangement. The companies are as follows: 

Castle Sewer and Water Coopaay 

Cascle Industries, Inc. 

The Wilson Co., Inc. 

Hoc Scuff, Inc. 

Abernathy Development 

Sorenson Enterprise 

Madison Marketing 

Madison leal Estate 

Designer Construction 

IQ) Industrial Development Coopaay or Little lock (IDG) 

1 j\Iadus trial Services Co. (ISC) . 


L2V\^ladisoc Properties, Inc. 


13) Dixie Continental Leasing, Inc- 

li) Aunspaugh Designs 

13) Master Developers, Inc. 

16) Island Construction 


\ If you have any questions regarding this letter or che July 2i} 1986 meeting 
1 please feel free co contact Chip C. Xlesevetter or myself at (21A\ 659-8500. 



CCBW-8^- 


Walter H. caulk 
Supervisory Ager.c 

WK*:C:<:jc 


jcc : ADRO-OES 

Exnair.acions 
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STATE OF ARKANSAS C mO 
OFFICE OF THE GOVERNOR^^ 



ROUTE SLIP 


Date 




7 / / 

F rom: ^ . 


For A|i|»mv:il 
For Si grunt ire 


For ('omnuTil 
PrviKin* Hntlv 
For Vour Inlnrnunion 


( I For Necessary Action 
( \ Initial And Fom-nrd 
( » Nroc And Rcitim 
( 1 Please See Me 
I 1 As I Uni nested 


Remarks: 


/ 1 • 
/ h^Q^r^cJ! 


C A 

t 


/} > , 

(A$U3~U 




DKSNO 13309 NV^PJO 



July 14, 1986 



hr . Ji s MaDougai 
Mr. John Lathan 

KJLD1S0E CUAMiT? SATOfiS 6 LOAN 
16 ch anc hair. Scrceca 
Little Rocic, AS. 72122 

Dear Jls and John: 

Uher. you recues cad cho Rose In*- fim r reaenr ''adiacr. 
or. a specific natter in Anril . 1922. I advi =c you char the 
flrr. would credit fees against a nsnrr.ly rc .incr and then 
bill for whatever feas night be in excess c the Tecs.ir.cr ac 
Che end of each roach. Since chac cine. *'n — act has m a 
cradle in its account at the end of every ranch. 

*-e are also aware that since that cine ’'edisor. ha 3 
beer, relying and ccrciauea cc rely on a T*-=car of ocher lav 
dims to provide ongoing representation, and chat cur repre- 
senesnion has been for isolated ratters and has ;ioc been 
continuous or significant. 

Tou currently have a credit ‘-rich chc Fosc Lav “im of 
54,622.13. I an. therefore, recurring the enclosed check 
our dim received fer 52,000.00 aa ar. advance against legal 
fees for tie nenth, of July, 1956, and a check for the 
retainer credit in che amount of 54,622.53. 


RLF2 03062 


dksnooi 
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Kr. Jin McOouzai 
Mr. John Ucim 
July -$56 
Pag® T wc 


V« do r.oc believe Lz approoriacc for us to - akL£ . 
payment of legal fees when there la onl7 one nacre- ve 

representing Madia o a on, namely cbe negotiations "with s *~ e _ a 

over tie Babcock and Econolodge loan parzlcipaciona . if 
ycu would like us co work on another specific raezer, we 
would be glad co discuss ic on a ease-by-case basic. 

Sincerely yours, 


For che Rose Law T ire 
EILLART RODHAM CLI^Ci! 


53 £ : s jc 

Enclosures: Original ^checks co John Lac rim 

Copies of leccer and checks co Jin McCcugal 

bcc : Mr. Vince Foscaf 
Mr. Herb Rule 


RLF 2 03063 


DKSN001 169 
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S53S^r" J 

Arkansas State 
Standard Lea^o 
Hevis/d and Appo .-vo o. 

At topi. V Gtn/.r/i Ka / , 1975 


Services 



Least i^-n 7- 1-8<: 
7Ww3™..*nt7 

S<;cjr*. Fed: 


..fit: S S£ , ?*?.<>- 

vt : 

. s: 


, 6-X>-C9 


jSTr ' v;7FrcT 


Pair : 

Type: Or] 

l»e*r; I Penoal : 

HorVed B/.‘ PV 

County f.O_ ' Tijency ~35S”~Si to 01 


MAIL Of AP.KAKSAS LEASE AG°.fEM£fiT 

Tl(lS l CASE HADf this Jst day of April 

Had Ison Finan cial Corporation 


. I9 fl4 t Dy -which 

J'LESSW" ) 




Tciies to the STATE Of ARXA'tSAS CSIATE“) by Arkansas State BulldirQ Services CS*S 
for\thc ike cf Arkansas Housino Peyglopgynt Agency, 1 S OI Pain Streep HttTc Rock. 

ii... .. \ 


Arbnsa* 72202 


Ml— \ \ y-i 

Any\other Oepart»ent, Board, Co*» I ssion or Agency of the STATE *hlch S6S sh4ll.^ 

j|§^d#{i0nat N c ("AGCUCY") , the dec ri bed property (•PHTMESCS' } wpo« the terns of 



tes? aaa (**± sd slliss msiJssiliiiasMJ^LJAL 




gV4^ : vvV.. * 

.1. PRDUSES. 

■of:Qfuabtt ip*ce x e*d _ .. _, . r . 

irffcj spaces da sifted by Ussor oodl *o *<ttiUo*aV*e*dfppped s?K“ ‘ fc 

— - -•*■■■ y •'*’-£&&& ifrSafilf 






rV 1SCV Haln Street 
pf Utile R oc* 

cktntai. 4 




• -C v ' ■ 

£*,> TTWJ T* inltltl t*rn trill Mg Wi «» Jtfly l. 'm* »W-f “ 

&X a W-, • '•'•»• ■>•■ -/.<■; V; 

fetjaiw.lt sptpM*? *? ."rti et^ed jg«i^ 

Pf h>w , it ta*Sz « s , . M r. j ■ ^ ;p ^ 1!!^ . 


^)d:occupdAcy x.cur at « date Uter tfc*o 3aly VJ ; 
t ^U^U^rorsted o* *_d*Mjr 

-• 3. RCW . The STATE oynre* to p*>* S A. 0S1.S Q Pvt c*1t»d*r m*V 
t* '1 Advaore on thr first d*j of each s«/ch p-rrioc upon f* voice free* the LESSOR, 



5fv. *e|Ount to br pa t o t»r i»»e A;{ftC» to tfSSOx at: 
l!*.*l H « * f. S t r r t ’. 

I l C , i v i' w. i . 


* V Tr-j 



..if.,' 


'•>;.* i,iy 


— C .e . CL ■ 
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£ r.sc 0 .. r;TTurrr 



Si / A cl/vctor Servicc-S 

f yCS yrash rcnov*l 

/lanps, tubes, ball as is 


yes 


Securl ty Service 



he* i a ~ Air cor .<* i t i ar, : n . 

_yf;. hoi ar.d cold wv.er 

yes wju *• and so»<?r 


__yej. Janitorial services and supplies 

dally (or ) 

yes 


KAlNTeh^C C, REPAIR, REPLACE)*; *1 . USSCft agrees to eulntaln the 


1 ^REMISES In good repair and tcnanuble condition, taking replacements when necessary, 
; According to the reasonable satisfaction of the SES Including, but not Halted to, 

structural coeponcnts, cechanlcel e^jlprmt, pest extern (nation and snow ... .~y 

'I ' ■ 

^r^wval. If LESSOR falls to correct i deficiency within thirty,.^} day* after: 
gciiri^ ten 'notice froo S6S or the AG Oft Y ~r within an appropriate shorter period vv'.^ 

^Stated ik the notice in the event of a deficiency constituting a haxard co t 

\ . . : ... 

‘wltMnd^fety of the ST ATI'S tap 1 oyees , property or, > a*y .o^e^ ; f>tr^i J ""' 

£T^TI My ' peW om such m I nline nee or awU such repatrat ^1 jtsJr 
Ihtr needy It My hare , the sitfttif ) 



•ay then he or thereafter hecoae duao 


***» 


$£tb’p*y rent and the LESSOR'S obligation o»der this Leas# are hereby 
iWUGf A 0L$m*T10B ,- USW Shall bear the 
Sow*" casualty and shall minuU fire and extended cover agaiatt^anceto 
f 'tuii rtpUconerM value of the PfclKUtS. Ppon a*r joch occurred*, m*l 0 

la - ,. . 

U ^ Ur,t t> * 4t lKc «***<y uwi continue its 
shall urnla^ic. LESSOR egrres <o promptly repair dr replie ai^'i^r 

■ ’••■' • • : v ; ?■*." •-• ■••',: 1 -.X' ' j 

fREMSES dan^jed or oesmoytd. Snogld the building rot be restored 

^orlj^lnal condition, rr*son»bU wear end tear racepted, the Lease way 

- car»cehed-by-wcUun.nai JeS_to USSOR^ ’ • ‘ 


«?• 
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7. 7 1 P ,J . : *tA. I ; S7A7: r^y terr.1 nTtC^TKl^lgO^C by thirty ( 30)\i^y 

r written r.Sit lU^to LtSlOr by S£S if the AG[MCY'$ funds a rv 1nYu(f ic f ent for i\ 

10 coniifxf' 1 the operations for which the PPIWSIS a*e being used. 

Ml sea l Aaron s. (a) TnH Lease and any modification or amendments to 
it /ill not bo valid without the wfrtten approval of S£S. (fc) Thts leaseshall 
benefit and find the parties hereto and their heirs, personal representati^ 
Successors and assign. (c) The STATl nay terminate this lease try written riotlcaj 
fro® SBS to LESSOR upon the taking by eta 1 non t docaln of any part of the PfcDu£ 

(d) Nothing in this Lea.se shall be construed to waive the sovereign lountty 

the STATE or any entities thereof, (t) This lease contain* the entire h__ 

> ' * • . . .. •; V : r~*- 

of the parties. ’ •* f-is 

‘ " i 1 

9. spfcm provision , a. ussoa s>wi) provide state auiunas 

^V -. . • ? •'/ l. V”. 

ARKANSAS HOUSE AC DCVUOrtdT with u imwI nf**U st»td«*t\r“^ 

^?-V.v-.-v 

itles end Jeal tor I el .serried tests.. ;T)ie llntm i iew l imll; 1 

* 


1 STATE BUILOIIIS SERTICES 

** , ■ .* : .. ■; 

review these expend. pHOtl**— 

#><?/!.' •' *' 

'dune jp/MW* ; W*e4:«fl»'ii“ 




rlr f.) V/ 


i|uss» egroestt Construct; '* 


J^-ltSSO* ejrees to provide Uvlor'wWrfJ'int^ . = 

^office will have specUl limed pi X.OAi ThO.'idrUhl »'•' 

MncluCoi MM snuere (eet of eet uwehl 

“ ‘ •■ • • Vff*r^£€, ^ 

$(U4i Ipaco In the hall And restroom, v JE?v USSO* 

v^S-yAi. : • H • ' * « ■ . v : »v‘^ V-V- , 

’•.And regulations as Uw-y apply to acerss for W*dfc*pp«d f»dtrtdbalH 

v ‘ .£ 

B-.ldlng Services Structural Advisory Office will wala color ttlvttlo?* *1: 


-i*7 Kw-O; ✓ 
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/t>y LESSOR. Such fixtures* additions, and signs shall retain the property of 
the STATE and may be removed fron: the PREMISES within a reasonable time after 
termination of this Lease provided the STATE shall restore the PREMISES tl a 
condition as good as at the beginning of this lease* ordinary wear and tea *> 
excepted c j. 

EXECUTED by the parties who Individually represent that each has tiw’au 
to enter. In to this Lease. • v 


l*i £■■ V' ZoZ---- SIAT 
l|^rioai>cUl. Corp^tlM . ; 






Wgakim 

5UU iuildlM ^tnr1c« 






approval by L£5<t)R. C. Lessor shall provide adequ* te^vir-ccr.di t ior. '.rgXn »r.e 
Computer/Room to iwinlain tt-nperatore below 90° degrees. 

10. Al l f: AT I ONS. The STATE svay rr«jLe alterations, attach nitres and' 


er£ct additions and signs in or upon the PREMISES with prior wri tten\pprov*l 
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flenewa 1 


Worked ty 
County £ 


STATE Of AKAAKSAS LEASE AGftEEKEKT 


THIS l EASE HADE thli 13 th <J«r of August 


•by; Which Hidilpo r ln«id,l Co to ration 


STATE Of ARXAftSAS ('STATE*) by'ArUra,! SUM AiUd!ofl S^c^^*S6S*J 
ArUnus Prrtl ocmt fliwnu Atrttorltr. lifll Tlilif Sfrirtffilfg 


i»a<:lt.'Ari4«t«s7T?CZ 


awajfe. 


1 1 ■ ■ r 1 1 , i I fnati 






■BwvfclW^ 

S3 * 3>\v f; 1 •> •■ V r * * i' i*y£ 

tfcf A^CY to USSOA At; flMoclal Cocyofttjg* 


ISO) Ha<n Strut, llttU loci, Artmtus^lZ?f2 


cV v.pV*y>-’.S 


/Arkansas S^ote building Servlets 
/ Standardise a se form 1 
/, Approve^ by Attorney CenciAl-^ " 
Kay, 1^75 r — pjT- ? ‘J*:' "i 

Lw; • 


Lease Tena: 9- 20-85 to 9- 19-&8 
Anr.ua 1 Rent: r nTS)9.96 v 

Square feet: 1,456 ' \ 

Rate: S 9,3? per sq. ft. x 

Type : 5F 

fkr*: 
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yc', 

jre'* 



.‘ritorlj! scnicfi 
C4 W j , r«r K 


V . L £ SSC° agree; to nalotalo the 


'PREMISES 1 r. good rcru r a^d ier.ante: > condition, rjVIng replacement" when 


Si\ry. according 


to l*c rcaior* Me '.all '.faction of the S6S Including, but 


no^ 1 looted to. ail ;tr;.: :*..r c ! coroor.fr*.; , rrcMnlcal equipment, p«;t cater- 


er! ndfi On \^nd shot: rrcsovil. If L1SS0R Jail; to correct a deficiency within 


thirty^ (3C)\dayi after written notice frer- SSS cr the ACEXCY or within 


fe^IpproprUU tWier period ;Ut ed in the notice 1r the mrt ©f^^d*f tclihcy V> : ‘V^ 
constituting .t h^rartJ to the tealtn a~1 safety of the STAKES trplojtei, property '. i'-> 

. \ / I : — -r*; — - : : jv- 7 

any other :>cr*.cr, , the STATE cay prefer* tuch wlnUnanct or mU luc* rep* irv'S^v^ 

pfr-r,. 

1U own cou and. In addition to a*/ other rex*4y It »; tt* STATE 

r- 


P^->V**y deduct the anouM thereof fnsr. the nr* t that nay Ur* to or Uwr*tf t*r • vV^i 
gjJs&V^v ;- .•_■ > ' '•. .•■ “.-v V * . ' 

gfs&i^btcoa® due. The STATE'S obi 1 pat lem to pay reftt and tfct LESSOR'S o6Mj* tic*a 7 

• ■ ??>$%■ :*'4r*!#SP 

this lease arc hereby **da dependent. 


*. DAHtOf t &sraL*qKfc . us«« Ua11 b#*r u* rlik oT low fcy «r» 

S&'-.’irn • - . ' J>-*i , **V.r‘4h^r:'.>,jfaSiS 


k of lots br fir* tr ^\E§3s 


casualty and shall Mlauin f*re a*d ntietod am rape 


th* mnf fftff JS,* 


replacement value of the PREMISES. Upon inch occiunryict, U* reel 
ihe PADUSCS shall terminate until the PAOUStS ant restored. USSOt Oprats 
promptly rcpair_or_rcplact any pert of V* PREMISES dawd ?T_dritroyed; *ad, 
he STATE *4> tcxliva’c l.Mi Lca’.e t/ written notice from S3S tc- LCSSOt. 
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7. TERH^ATIQ h. The STATE cay terminate tr.it Lease by thirty (SS', cay 


written not/ce to LESSOR by S3S If tne AGENCY'S funds are 1*.s jf f tclent for 


to/contlni/e the operations for which the PREMISES are being used. 

8. /Hl$CELLANEQ t<‘S. (a) .'Ms Lease and any nodi f ication or aoendDer.ts to 
1t| will not be valid without tne written approval of SBS. (b) This Lease trull 


benefit land bind the parties hereto and their heirs, personal representatives , 


I 


Su^cessop and assigns, (c) The STATE cay terminate this Lease by written 
^notice ffocj SBS to LESSOR upon the taking by eminent docain of any part of the 


rtlSES.\ (d) Nothing in thit Lease shall be construed to waive the sovertlgr. 

71%: ’' : \ ' 

^Inmjnlty o^the STATE or any entities thereof, (c) This Least contains the 


v \ 

^tl rt\agrtd^en t of the parties. 


». VtC»AL ra 
mr.-plu*^ uog.33 


PROVISIONS . THa base rat* of this least ts 18. SO per sc. f\< per 


ir. pl ui, 110^.33 per nonth over the entire Use period for nnovatt oncost. 

hairr th» npH.ir. tn tiAl ti«» * St 

Pfovilof Lessor. A. USSOft shall provide STAU tURS>\K^m\Ct% end 

with an i mail -expense SUtaamU teaaaUe ettUliai^' 


jm 


M»4ftcn'al\tnr1c*s emu. 7U first iuuwit shell year, 

K ISM ttirttttfti iusa.X-.132S. The term! ytateneet sfcelV tafU^I eif»t<es **';'’ *\ 

Wyl ._15d5 through Jwt X. Ittl upon receipt of ttls second ftteteaeot^U^ 

m ifiiM Aatnmia ub wxx eitf r?r* *u urv& ■ 


mh» Im wt nut m- 


m.. 


.reel** these expenses end U 90 tiau tu eo ewal rete for July 1, 1W 
^■Aa t X. iHQ, acly a& ml lilies end janitorial npeam taeearsd 
or projected by euts^rlied persorw*! from tho utility CMpalts; 


TtTi la caoitrur: fhe^eg<y*i spare arrardl^ to the plena 



dtlohs provided by STATt RJllDliiB 3EIT1CE5 end approved by U* igucy prtu .... 
^ar.mlQS Fill nrttnrsi — fScc itiAfUd Hast flea *AT 40A 3p»r1flsat1— el " 

. . I/* ; >y "j 

*9 uacrtlta of Ihli unra jufQor- -wJCfcs- v>4^ 

•• • • 






Provisions contained on ths attached Addendum deled 


£•*» a part of this least only If iipr«d by all partite to this lease). 


r*A: 
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IONS . Toe ST-T£ t rjy rale alterations, attacn futures amerce: 
/•ddllionv'and signs In or ypor. the PREMISES. Such fixtures, additions, ar.d\ 
Signs Shall rewin the property ct' the STATE and ray be rereved free Inc PREMISES 
within a reasonable ti«nc after the termination of this least provided the STATE 
Shal/’ restore the PREMISES to a condition as good as at the beginning of this 


Lea 


t, ordinary wear and tear excepted. 

EXECJTED by the parties wno individually represent that each has the 


Ft; authority to enter into this Lease 


& LESSOR: 


al Corporation 



STATE AGEHCT: 


/ / 


Arkansas Develop«ent f t nan re Authority 


/ 


/ 


a>: /Abjfc/jbz* 


Koo ten tpes , 1 ten t 

Oatc: 






/ / ... 

/ / 

_ / ■ 

4 


iM 


Oat e: 


jbl iSL 


• ..lywT'; 

i • ' • . K-:i 




Oau: 


fiAd/rs 

/ / 


. vv ? 

■ ■' >•- ■ ; ■* V* i 

. r* • »* V}Vu : W 
. < — v • h5 


• v \ : • ■ •• • 



j 


■Hm 


\ 
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Arkansas State Build if:, ier 
Standard Lease Form 1 
Revised and Approved by 
Attorney General. May, 1979 


/ 


3&> ' 


L ** s rerm: 12-30-65 t 0 l?-in.iQ 
Annual Rent: 5 17,362.5 0 
Square Fe«:t:\2315 
Rat<: 5 2 -50 \ per Iq. ft — 

Type : O.N. \ 

H • v : X Renewal\ 

Wo r kid .by : M. P . 

County 60 Agency 6 30 ^itel^ 


JL- 


X 


/ / 

/ 

! j STATE OF ARKANSAS LEASE AGREEMENT 

Ti/lS LEASE MADE this 7th day of November 


by whijrh I Madison Financial Corpo» 

ret ion 


("LESSOR" )\ 

le; 

s e s 

to the* STATE OF ARKANSAS ("STATE”) 
| 

by Arkansas 

C • 

ate Building Se! 

rvie 

e s 

( “ S 3 S' ) f c i- the use of D*>op r n r 

of 

*.nd 

Admin is trat i on 



Revenue Division. P.O. Box 1272 

Lee - la PocK 

-AR 

f 

■x— 12 ?Q 3 1 

1 

o 


any other department. Board , Commission or Acer.cy of the STATE/w'ni^h 
92S shall designate ("AGENCY") , the described property ("?REMISESp upon 
the terms .of this Lease 
1. PREMISES. 



parking spaces at x 1320 Main Street 


all situated in the City of 
Arkansas . 


Little Rock 


, County of Pulaski 


TERM . The initial term will becin on December 30, 1985 


*nd * nd December 30, 1991 

J i 

d r e. 


The STATE may elect to extend the term 

\ \ 


not mo t e. than sixty (60) days upon the same terms by writteh notice to 

i \ \ \ 

LESSOR i n^ t less than thirty (30) days before the end of the initial term. 


V*NT. 


The STATE agrees to pay S 1,446.87 


calendar month in advance on the first day of each sudjft 

per i oc j ucon invoice frcn tne LESSOR, a ? ro r t is r. a b i « cn a 
it s 13 .. 2 for the first 3 years c: the lease term December 30.19S5 


each sucfr 
daily ba\^i s 


t hrouoh. December 30. 198 


tr 

+r 


From December 31. 1988 throuch Decem ber U— 1°^ 


t he . r a t fe l a hail be based on S7.95 oer so. ft., or S1536.68 pe r calendar 
month. L; Madison Financial Corroraticr 5 o Rov mn 1 — r ro mb 7 
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7. TERMINATION The STATE may terminate this Lease thirty 

(JO) day written notice to^LESSOR by SBS i? the.^AC^NCY ' S funok^are 
•nsufficiy/t for i t continue the operations for wh lgh 

•ire bein^ used . / 

! / 

8. / H 1 S C E/LL AN SOUS ■ (a) This Lease and any modi 

not be valid without the written approval of 


amendments 



t6 it will not D? vena witnout tne written aporova'i of\ 

/ • \ \ 

S 3 S . (b) /This Lease shall benefit and bind the parties hereto\and 

their keirs, personal representatives, successors and assigns. 

STATE hay [terminate this Leas- by written notice from SBS to LESSOR 
upon the taking by eminent domain of any part cf the PREMISES. j(c)j No- 


thing in this Lease shall be construed to waive the sovereign immunity 

(e) This Lease contains 1 1 Jc 


o: the STA^E or any entities thereof, 

entire agreement o : the parties. 


? - SPEC 1 A L P RO V i S I ON 5 . t i ^ n ^ eMail V> a ) 1 yj 1 H n>^ in rnp'ran^r ^t^pH 

ever ^orkvBrea. Canale power to meet Southern Bu>laing Code. V Ail 

ir_Coo&itl oninc 


exterior 




llS tO b a S r nrr^, a n n a i r> 


UgJ t-> np ;a n ri & j 


shall be\o? Nsuf f icient capacity to insure the comfort of the lessees ' 
employees clients. Ml ' <-> shai) — be — tnstrTgf ec and 

tinted. Rendvation shall be performed as outlined in Exhibit A 
and B to become a part of this lease agreement. 


(Special Provisions contained on the attached Addendum dated 


N/A 


are a part of this Lease only if signed by all the parties to this 
Lease. ), 


! I 

10.', ALTERATIONS 
and e r 


The STATE may make alterations, attach fixtures 


.t' 

::h \ixture 


A additions and signs in or upon the PREMISES. Sucjh 
add i t Lc n s , ^ahd signs shall remain the property of ~Sn e" _ 5T ATF. and\ may 
removed from the PREMISES within a reasonable time after the 


ae rem<j*j 


-store the PRET1ISES 


termination o: this Lease provided the STATE snail 

t.-s .1 condition as good-pis at the beg in n i r. c of this Lease, ordinarv 
wi*ar aijri tear excepted. , 
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MEMORANDUM 


Food H***' 
^8 


TO: JSS 

FROM: LM 

DATE: April 23, 1937 

RE: Madison v. Peacock 

Our firs represents Madison Guaranty Savings & Loan 
Association ('’Madison") in several collection matters related 
to Charles Peacock, III, his children and related entities. 

We have been dealing primarily with Ms. Pat Heritage, a loan 
and collection officer with Madison. 

On Tuesday, April 21, 1987, Ms. Pat Heritage informed 
me that she had spoken with Hr.' Greg Hopkins, attorney for the 
Peacocks. Mr. Hopkins informed Ms. Heritage that there is a 
move underway to have our firm disqualified from representing 
Madison. The basis of the disqualification is that Jim Guy 
Tucker has substantial involvement with Madison and with 
Mr. Jim McDougal, that this creates a conflict, and therefore, 
our firm should be disqualified. 

Mr., Hopkins went on to explain that there was substan- 
tial wrongdoing regarding the prior administration of Madison, 
that several people were "going to go to prison," and that our 
firm will be severely embarrassed when a full disclosure is 
made and our firm is disqualified with potential sanctions 
being imposed. Mr. Hopkins ilso stated that the matters 


7X00? V. 


1506 


regarding the Peacocks and Madison was getting too dirty and 
he has considered resigning his representation of the 
Peacocks. 

Mr. Hopkins further informed Ms. Heritage that Madison 
should seek additional counsel not only because of Jim Guy's 
conflict, but also because all our firs is doing is churning 
the files in an effort to enhance the amount of the billings 
and that we have no concern for the ultimate outcome or the 
costs incurred by Madison. 

In addition, Mr. Hopkins informed Ms. Heritage that one 
of the loans made by Madison to Dixie Continental Leasing, 
upon which Marcy Taylor has undertaken foreclosure proceed- 
ings, also involves fraudulent transactions. Mr. Hopkins 
stated that a portion of the loan proceeds made to Dixie 
Continental Leasing vent to Bill Clinton's campaign and that 
in return for the substantial campaign contribution, Bill 
Clinton assured Jim McDougal that a state agency would lease 
space from Madison at its headquarters on Main Street in 
Little Rock. I fail to see any conflict with regard to our 
firm based upon the Dixie Continental/Bill Clinton trans- 
action, but Mr. Hopkins seems convinced that wrongdoing 
existed that would be imputed to our firm. 

Mr. Hopkins further stated that I should not have said 

what I did in front of the Bankruptcy Court at the hearing 

held on Wednesday, April 8, 1987. At that hearing we were 

successful in having the Peacock Brothers d/b/a The Peacock 

HOUSE 


- 3 - 


, r».rY\’mo 
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Company's Chapter 11 bankruptcy petition dismissed with 
prejudice. 

I am of the opinion that Mr. Hopkins was severely 
embarrassed as a result of having the Chapter 11 dismissed 
with prejudice after he had made representations to his client 
that everything would be taken care of. Mr. Hopkins is now 
apparently attempting to slander our firm and making 
allegations that I feel are wholly unsupported by the facts in 
these proceedings. I am greatly offended that Mr. Hopkins has 
imputed that Mr. Tucker is seme way involved with the 
fraudulent dealings and that our firm is involved in 
misdealings . 

On April 21, 1987, immediately after discussing this 
matter with Ms. Pat Heritage, Tim Grooms and X discussed the 
matter with Mr.. Tucker. Jim Guy reassured us that he has no 
conflict with regard to his personal transactions with 
Madison. In addition, Jim Guy informed us that a full 
disclosure of his transactions with Madison has been made to 
the FSLIC and that the representation of our firm has been 
approved by the FSLIC. Jim Guy suggested that I draft this 
memorandum to inform you of the statements made and to solicit 
your advice regarding the allegations made by Mr. Hopkins. 

Please review the matters set forth above and, at your 
convenience, contact either Tim or myself regarding any 
comments or suggestions that you may have to an effective 
resolution of the matters set forth herein. 

HOUSE 

cc: Mr. Jim Guy Tucker 
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1ST DOCUMENT of Level 1 printed in FULL format. 

ARKANSAS CODE OF 1987 ANNOTATED -- COURT RULES 
Copyright (c) 1987-1994 by The Michie Company 
All rights reserved. 

* * * (THIS DOCUMENT IS CURRENT THROUGH FEBRUARY 1, 1994)*** 

MODEL RULES OF PROFESSIONAL CONDUCT 
TRANSACTIONS WITH PERSONS OTHER THAN CLIENTS 

Model Prof. Cond. Rule 4.1 (1994) 

Rule 4.1. Truthfulness in Statements to Others 

In the course of representing a client a lawyer shall not knowingly: 

(a) make a false statement of material fact or law to a third person; or 

(b) fail to disclose a material fact to a third person when disclosure is 
necessary to avoid assisting a criminal or fraudulent act by a client, unless 
disclosure is prohibited by Rule 1.6. 

NOTES: 


COMMENT 

Misrepresentation 

A lawyer is required to be truthful when dealing with others on a client's 
behalf, but generally has no affirmative duty to inform an opposing party of 
relevant facts. A misrepresentation can occur if the lawyer incorporates or 
affirms a statement of another person that the lawyer knows is false. 
Misrepresentations can also occur by failure to act. 

Statements of Fact 

This Rule refers to statements of fact. Whether a particular statement should 
be regarded as one of fact can depend on the circumstances. Under generally 
accepted conventions in negotiation, certain types of statements ordinarily are 
not taken as statements of material fact. Estimates of price or value placed on 
the subject of a transaction and a party's intentions as to an acceptable 
settlement of a claim are in this category, and so is the existence of an 
undisclosed principal except where nondisclosure of the principal would 
constitute fraud. 

Fraud by Client 

Paragraph (b) recognizes that substantive law may require a lawyer to 
disclose certain information to avoid being deemed to have assisted the client's 
crime or fraud. The requirement of disclosure created by this paragraph is, 
however, subject to the obligations created by Rule 1.6. 
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Model Prof. Cond. Rule 4.1 (1994) 


CODE COMPARISON 

Rule 4.1(a) is substantially similar to DR 7-102 (A) (5), which states that "In 
his representation of a client, a lawyer shall not . . . knowingly make a false 

statement of law or fact." 

With regard to Rule 4.1(b), DR 7-102 (A) (3) provides that a lawyer shall not 
"conceal or knowingly fail to disclose that which he is required by law to 
reveal . " 


CASE NOTES 

ANALYSIS 

Confidentiality. 

Disclosure . 

Confidentiality. 

Subject to certain exceptions, confidentiality of all communications, 
complaints, formal complaints, testimony, and evidence based upon a complaint, 
is absolutely privileged. Colvin v. Committee on Professional Conduct, 309 Ark. 
592, 632 S.W.2d 246 (1992). 

Disclosure . 

Lawyers have a duty to disclose to the judge all the material facts of the 
case, and failure to do so violates the clear wording, as well as the spirit, of 
the rules of conduct. Fitzhugh v. Committee on Professional Conduct, 308 Ark. 
313, 823 S.W.2d 896 (1992). 
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Special Board Meetings 
turiSON GUARANTY SAVINGS AND LOAN ASSOCIATION 
MADISON FINANCIAL CORPORATION 
July 15, 1986 

The board of directors met at the Mitchell, Williams, Selig, Jackson ar. 
Tucker Law Firm (Mitchell Law Firm), 1000 Savers Federal Building, Little R 
Arkansas, at 10:00 a.m. on July 15, 1986. 

Present were Steve Cuffman, Sarah Hawkins, Jack Owen, Chuck Peacock, Jc 
Latham, John Selig, Breek Speed, and Greg Hopkins, attorney for Chuck Peacock 

The first item of business was discussion of Robert Wilson as chi 
executive officer in conjunction with his purchase of the Association's stoc 
John Selig stated that Wilson had no interest in acquiring all stock owned 
the McDougals. John Latham stated that a recent conversation indicated Wils 
did want to acquire all the outstanding stock of the McDougals. Mr. Selig th 
began to explain the loan transactions between Bob Wilson and Madison Guar an 
and Madison Financial as disclosed to him by Bob Wilson. Pursuant to th 
discussion, Mr. Selig recommended that Bob Wilson make contact directly vi 
the Federal Home Loan Bank and that the board of directors not reconxnend M 
Wilson to the Federal Home Loan Bank for purchase of the stock. Greg Hopki 
stated that by Mr. Wilson acting as a consultant that may have damaged h 
credibility with the Federal Home Loan Bank. 

Mr. Selig then presented a letter to the board disclosing all transactio 
between the Mitchell Law Firm and the Association. He indicated that becau 
Jim Guy Tucker, a friend of Jim McDougal's, was a partner in the firm that t 
Mitchell Law Firm could not represent the Association in matters involving t 
McDougals and Mr. Tucker. He further requested that the board review t 
letter and decide if they still wanted to retain the firm as general couns 
for the Association. The board then reviewed the letter as presented by M 

Selig. It was noted that there were several discrepancies in the letter a 

the transaction as it was understood by Mr. Latham. Mr. Tucker was then call 
in to the meeting to explain his transactions involving Castle Water and Sew 
and other acquisitions purchased by him. 

Mr. Tucker explained that he had an old agreement with Mr. McDougal 
have- 110 hook-ups per year at a cost of $500.00 per hook-up with t: 
Castle Water and Sewer Company. 

He also explained that the Industrial Development Corporation or t! 
utility company that he had purchased had not registered as a utility b 
it was not a problem under Arkansas law. 

He also explained that he was asked to purchase the assets because 1 1 
asset was not an authorized investment for the service corporation. 

Mr. Tucker also tried to explained the chain of ownership of the asset c 
the sewer company as he understood it. He then explained that he h: 
acquired the asset at a cost of $1.2 million at 10. 5% interest rate with 
30 year amortization. He indicated that income was sufficient to servic 
the debts, his biggest clients being Siemens-Allis and Levi Strauss. f 
indicated that he did make the down payment, that it was not financed \ 
Madison Guaranty. 

house 


PLS03 12 7 . 
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MEMORANDUM 


TO: 


Hillary Clinton 


FROM: Rick Donovan 


DATE: February 17, 1986 

RE: Madison Guaranty Savings l Loan/IDC 


0000090 


I. FACTS 


Madison Guaranty Savings t Loan Association ('Madison 

Guaranty*) purchased property CIDC Development*) own.'d by the 
Industrial Development Company of Little Rock (*IDC*). 

Industrial Services Company CISC*), a wholly owned subsidiary 
of IDC, furnished sewer and water service to a number of patrons 
who obtained their title directly or indirectly through the IDC 
chain of title. These patrons can be considered "residents" of 
the IDC Development. Madison Guaranty purchased ISC's sewer and 
water service and continues to furnish those services to various 
patrons within the IDC Development. 

Madison Guaranty/IDC would like to sell water to a business 

out s id e _ the I DC D evelopment and _ a_lso_ to_ another real estate 

development. Maple Creek. 


Is or should Madison Guaranty/IDC become a public utility 
and what is the effect of that characterization and car. Madisor. 


II. QUESTION PRESENTED 


PT.F? 0293 
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Guaranty/IDC sell water to a business outside the IDC 

Development and to another real estate development. Maple Creek? 

111. COKCLUSION 

Madison Guaranty/IDC is a public utility and as such is 
governed by various state laws and regulations. However, for 
purposes of the jurisdiction of the Arkansas Public Service 
Commission ("PSC"), Madison Guaranty/IDC would have to either 
submit itself to the jurisdiction of the PSC through a 
declaratory judgment action before the PSC or await PSC scrutiny 
in the event a patron complains to the PSC regarding rates 
charged or services rendered by Madison Guaranty/IDC. Many 

small water and sewage companies such as Madison Guaranty/IDC 
never become regulated by the PSC as "public utilities" even 

though they fall within the statutory definition. 

Even if Madison Guaranty/IDC does not submit itself to or 

become regulated by the PSC, it is required to obtain licenses 
and permits from the Arkansas Board of Health and the Arkansas 
Pollution Control System. 

Assuming an expansion of water and sewer services to 
customers outside the IDC Development does not impede or impair 
services to present patrons, Madison Guaranty/IDC is free to 
extend its services beyond the IDC Development. 


- 2 - 
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IV. DISCUSSION 

A. MADISON GUARANTY /I DC APPEARS TO BE A PUBLIC UTILITY . 

One question raised is whether or not Madison Guaranty/IDC 
should become a public utility and what the effect of such a 
characterization would be. Under the common law and the 
Arkansas Legislature’s statutory definition of a "public 
utility," Madison Guaranty/IDC, by its operation of the 
waterworks and sewer plant at the IDC Development, would appear 
to be a "public utility." 

Generally speaking, a public utility has been described as a 
business organization which regularly supplies the public with 
some commodity or service such as electricity, gas, water, 
transportation, or telephone or telegraph service. 73B C.J.S. 
Public Utilities S 2. A well recognizee test of whether an 

entity is a public utility is whether or not that entity holds 
itself out, expressly or impliedly, as engaged in the business 
of supplying a product or service to the public, as a class, or 
to any limited portion of it, as d ist inguished from holding 
itself out as serving or ready to serve only particular 
individuals. Natural Gas Service Co. v. SERV-YU Cooperative , 70 
Ariz. 235, 219 P.2d 324 (1950). 

The Arkansas Legislature has statutorily defined a "public 
utility" for purposes of state regulation of public utilities by 
the PSC. Ark. Stat. Ann. S 73-201 (d) 1 2) (Repl. 1973) provides: 

- 3 - 
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highly CONFIDENTl 


MEMORANDUM 


TO: 

FROM 

DATE 

RE: 


Hillary Clinton 
Rick Donovan 
March 4, 1986 

Maa iflon Guaranty " Savings and Loan/IDC 


U 


I. QUESTION PRESENTED 


Does the fact that Madison Guaranty/ IDC' a potential water 


customers are within the Little Rock 
the j _ eKtension of services to 
Guaranty/ IDC? 


corporate city limits preclude 
those customers by Mhdison 


II. CONCLUSION 


Mer^ly^ because the potential water customers are “Vi-thin the 
Little/ Rock corporate city limits does not preclude extension of 
water services by Madison Guaranty/IDC to those potential 
customers . 

III. PISCTSSIflg 

The question raised was whether or not the fact ^hat the 
potential water customers of Madison Guaranty/IDC were witnin the 

i \ 

corporate city limits of Little Rock would preclude 


RS 000941 
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HIGHLY CONFIDENTIAL 

extension of services to those customers. The concern was that the 
City of Little Rock Water Works would have the exclusive right to 
extend water services to patrons within the corporate city limits. 

pst of all, it should be pointed out that there is no .-state 
statitAor municipal ordinance which grants the City of Little 

Watef Works~~sUCh an exclusive light. Noi — is tli e i e «ui y^case 

would establish an exclusive right. On the contrary 



p re c l u d e a — the — muni 


cipality — from enforcing such an 


ordir 


14 s iVe right. 

; researching this issue, I first had a telephone conversation 
with the legal staff of the Public (Service Commission ("PSC"). I 
was informed by the le'gal staff bf t le PSC, when presented with the 
question addressed herein, that -/ater utilities in Arkansas have no 

J V i j i 

"allocated^territories" such as felecjtricity and natural gas. Thus, 


according to the PSC staff, there is no such thing as "exclusive 
territory" for a water utility and water utilities are free to 
offer 


ey sjrfv] 
1 /then 


ices where they choose. 


had a telephone conversation with a manager at 


the 


Little Rock Water Works. He informed me that persons within the 
City of Little Rock corporate city limits are free to obtain water 
from whatever source they want to. He explained that it is the 



- 2 - 
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HIGHLY CONFIDENTIAL 


and transmission lines, and it is then up to the individual 
property owner to install distribution lines to "tie in- to city 
water. This can be done several different ways, but the usual 



V. Midway Nursing and Convalescent Center. IflCw 230 Ga. 777, 195 
S.E.2d 452 (1973), the Georgia Supreme Court held that there is no 
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HIGHLY CONFIDENTIAL 

In fact, it is a general common law rule that a municipality 
cannot be compelled to extend its water to an entirely new 
subdivision within its territorial limits, absent any arbitrary or 
fraudulant conduct on the part of the city. 78 AM JUR. 2d— WATER 
WORKiS &ND WATER COMPANY § 21. Thus, in Crownhill Homes. Il n = . v. 


' and \ 


San Antonio . 433 s.w.2d 448 (Texas uivil Appeals, lybtTJT the Texas 


appellate court rejected the plaintiff real estate developer's 
argument^fc hat the City o f San A nto nio be comp e ll e d t o -sujpply 


San j ^ntoi 


watepr to newly built subdivision wi 


IV. 


city 

thin the corporate city^i^nits. 
It was up to the real estate del/elqper to find alternative methods 
for supplying water to the subdivision through a privately owned 
water system. 


SUMMARY 


To summarize, merely because the potential Madison Guaranty/IDC 


watdr customers are within the Little Rock corporate city li 


Madisop^Guaranty/IDC is not precluded from extending 


mits , 

water 


services to those potential patrons. Not only is there no state 
statute or city ordinance which would preclude such an extension of 
Madison Guaranty/IDC' s water services, but the common law general 
rule is that a municipality has no authority to enact an ordinance 
or tt require persons within its territorial litnits to use 
municipally supplied water to the exclusion of a privately owned 
system. 


1067r 
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TO: 

rRCtt: 




•//, J 

1 ‘ t 


RE 


\jlD Randolph's 7isic 



J 1 






i 

c 

) 

Immediate action 

( 

) 

No action required 

( 

) 

Draft~~reoly for Governor 
Reply or act in 1 week 

! I ( 

) 

Please see me 

( 

) 

1 c 

) 

,u 

( 

) 

Preoare retort 

. < 

) 

For your information 

( 

) 

For comment 

i 

1 1 




REMARKS : 


doVp4*- 


/ 

■d-r n p pjiA — h^: co sag to u c hls aorala^ co calk^ r^you about 

vetoed. He said chac he calked to you 00 SUnday 
co ’too» if Che veto is going co scaad. He pvuld 
Guy Tucker about Chis. He said chac he fias a 
(He aeocioaed a aeeciag 


Mr. Raodo 

Che Water Bill you 
aorniag. He vaots co 
Hike [you co call Jia 
diffiaulc cine getciog aa answer froa you. 


becveon ye-tf^ Tucker a ad Jia McDougal I couple of years Tg^which 
involved/ $33 ,000 . This was preccy crypcic.) He seeaed angsy. 
Soaeooe,' I chiok he prefers you, needs Co call Tucker. 


nJ 
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Madison Guaranty 

/ aoOuSTa « *** 0 * 0*0 
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i 
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'»■-’ l - 1, "'J; 1 rison.Iak* AM*-.;, 


Ill'jirliiiLil- :_ 


• »jn • • r '. r ^% A / ^ •’.? wn'. .' n " r»u r. • : i i i : • ' •. • ■• • v 
ii’Lir.L*: j; ] ~ -j r i ': :! • • * ' Hi: ; - 1 : ' ' ••- 

■ rrfirJi 1 j *. jl~ ! T i'-m" llii :ii1 T' .‘i .!.' 

liiT.^BVfeLS'T^Wte W.: 11 


nr.iir.' i n ! jri l ?i: , . i iiL!ii!?i» , Ji. , iP l j,.t , i 

u:;i! :*-r,ti::i»r:ii:* - n * 


i'Jii'Jii 




i-.i.ji r 

ill!-': i'.!i !'_!■ 

ibi«W ’ ‘J n !j n l J i * j "i •.! ; i 

irl rJ* i‘ *• . * 

v?nL!nuri^MLV:ur:!ii‘!n , Jii ! :r;:ri 

iii j n *j no iuii i: n -n l 1 n u n y . , 

ilf linil a 

SON GUARANTY SAVINGS A LOAN Allot 


iJJiIUmL; 



o*t« 3/23/85 A^pom 

S ?nn nn 


nnf 


ML. 1 1 

LTi:* 


/wil *. 


PAY TOTH E 
OAtXR BILL CL1MTON CWAKfl 


The SumSOQ 0 lists 00 >75 


CASHIER'S CHECK u 

I ' 1 

_ $ *3 ,000,00* 

DOLLARS 


■ ■ fsuc 


*•00 ause,^ •: aa ao ?l a iti: 


■ C\Qa*^ 

• mTJaiio ft 

: ? croi-iia** ^ 
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MADISON FINANCIAL CORPORATION 

PO Bo* 1553 

uuie Rock. Arnansai 7 22C3 Fund Raiser 

374-7777 14 

April 2U. 1985 


Ms. Lind* Dickson 
The Governor's Office 
P. 0. Box 615 

Little Rock, Arkansas 72203 
Dear Linda: 

In regard to the addresses for checks you received througn 
Madison for the Governor, they are as follows: 

Jla Guy Tucker - Country Cable TV 

Can use the Center Street address. 

Ken Peacock and Dean Landrun 
c/o The Peacock Company 
Rt. 2, Box 219 
Bald Knob, Arkansas 72010 

Brett Pharls and John Latha* 

c/o Madison Cuaranty Savings and Loan 

P. 0. Box 1583 

Little Rock, Arkansas 72203 

I.O.U - Alice Ann Harris 

Enclosed Is Mrs. Harris* check for $1,000. 

The address as listed: 

108 South Circle Drive 
Clarksville, Arkansas 72830 

If I can be of further help, please call. 


Sincerely , 
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State of Arkansas ACT 37. 1987 

76tb General Assemol y A Bill 

first Extraordinary Session, 1987 HOUSE BILL J.04 7 

By: Representative Mike Wilson 



For An Act To Be Entitled 

"AH ACT TO AMEND SUBPARTS (2) AND (7) OF PARAGRAPH (d) OF 
SECTION 1 OF ACT 32“ OF 1935, AS AMENDED, TO EXCLUDE CERTAIN 
SMALL WATER AND SEVER UTILITIES FROM THE DEFINITION OF 
•PUBLIC UTILITT ' ; AND TO AMEND SECTION A OF ACT *1 OF 19“ 1, 
AS AMENDED, AND SECTION 6 OF ACT 613 OF 1983, AS AMENDED, TO 
GRANT TO SUBURBAN IMPROVEMENT DISTRICTS AND PROPERTY OWNERS’ 
IMPROVEMENT DISTRICTS THE POWER TO CONDEMN CERTAIN SMALL 
WATER AND SEVER UTILITIES WHICH HAVE BEEN EXCLUDED FROM THE 
DEFINITION OF ’PUBLIC UTILITY’; AND FOR OTHER PURPOSES." 

BE IT ENACTED BY THE GENERAL ASSEMBLE OF THE STATE OF ARKANSAS: 


SECTION 1. Subpart (2) of paragraph (d) of Section 1 of Act 32“ of 1925, 
aa amended, the same being Ark. Stat. Ann. Section 73-201(d)(2), is hereby 
aaended to read as follows : 

"(2) Diverting, developing, pumping, impounding, distributing, or 
furnishing water to, or for, the public for compensation. Provided, however, 
that nothing in this paragraph shall bm coostrued to include water facilities 
and equipment of cities and towns in the definition of public utility. 

Provided further, that the term ’public utility’ shall not include any entity^ 
described by subpart (d)(2) of this Section which meets any of the following \ 
criteria: 


(A) all property owners associations whose facilities are enjoyed 
only by members of said association or residents of the community governed b/ 
said association; or 

(B) all entitles whose annual operating revenues would cause them 
to be classified as Class C or lower water companies pursuant to the uniform 
system of accounts adopted by the Arkansas Public Service Commission; or 

(C) all improvement districts.” 


mvn003 
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1 SECTION 2. Subpart (7) of paragraph (d) of Section 1 of let 32« of 1935, 

2 aa amended, the same being Ark. Stat. Ann. Section 73-20Kd)(7), la hereby 

3 aaended to read aa follows: 

4 "(7) Maintaining a sewage collection ayatea and/or a aewage treataent 


5 

6 
7 
6 
9 

10 

11 

12 

13 

14 

15 

16 
17 
IS 

* 19 
20 
21 
22 

23 

24 



plant, intercepting severs, outfall sewers, force mains, puaplng stations, 
ejector stations and other appurtenances necessary or useful for the 
collection and/or treataent, purification and disposal of the liquid and solid 
waste, sewage, eight soil and industrial waste. Provided, however, that 
nothing in this paragraph shall be construed to laelude sewerage facilities 
and equipment of cities and towns in the definition of publie utility. 

Provided further, that the tera 'public utility' shall not Include any entity 
described by subpart (d)(7) of this Section which aeets any of the following 
criteria: 

(A) all property owners associations whose facilities are enjoyed 
only by aeabers of said association or residents of the community governed by 
said association; or 

(B) all entitles whose annual operating revenues would cause thee 
to be classified as Class C or lower sewer companies pursuant to the unifora 
systea of accounts adopted by the Arkansas Public Services Comsission; or 

(C) all laprcveeent districts." 


SECTION 3. Section 4 of Act 41 of 1941, as attended, the saae being Ark. 
Stat. Ann. Section 20-704 (Supp. 1935), is hereby attended to add a new 
subparagraph n. which shall read aa follows: 

"n. Any said district shall have the power of eslnent domain for the 
purposes of: 


(1) condemning any water or sewer utility found within the boun- 

daries of said district, which is exempt from the definition of 'public utt 
ty' as found in paragraph (d) of Section 1 of Act 324 of 1935. _ 

(2) securing any lands or rights of wey needed in making improve- > 
•ents to water or sewer systems owned and operated by any such district. 

The board of said district shall have the power to enter upon any private 
property for the purposes stated in sentences (1) and (2) of this subpart. If 3 
the person damaged and the board cannot agree on the sum to be paid for such 
d**ages, the person aggrieved may file his petition in the circuit court of\' 
the county, setting forth his grievance, and asking compensation therefor, 


2 
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V 26 
\ ' 29 
30 

j 31 
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making the board a party defendant. The issues in such suit shall ba sacc up 
as in othar casas at law, and tha causa shall ba triad by a Jury, unless 
dlspansad with by tha partlas; and tha casa shall ba advanced on tha docket so 
as to have praeadanca of all othar eausas. Tha Judge of tha circuit court cay 
bold a spaclal tors at any time for tha trial of any such causa, giving ten 
(10) days' notice to the parties of tha tlaa of boldine such special term, 
which notlea may ba in writing, and shall ba served on tha partlas as a writ 
of summons is dlraetad to ba served, unless such notlea ba waived by tha 
parties* or one of them. The Judfa of said court may, in vacatioo, in casa an 
agreement cannot ba arrived at batwaan tha board of laproveaent sod tha owner 
Of such property in relation to tha damages elaiaed, fix an aoount to ba 
deposited with soma parson to ba designated by tha eourt, before tha entering 
upon and taking possession of tha property to ba used and taken as aforesaid 
and upon tha amount required being deposited and certificate thereof filed in 
said eausa, tha work may proceed." 


SECTION 4. Section 6 of Act 613 of 1983, as amended, the same being Ark. 
5 tat. Ann. 520*2406 (Supp. 1985), is hereby amended to add a new subparagraph 
1. which shall read as follows: 

*1. Any said district shall have tha power of eminent domain for the 
purposes of: 


(1) condemning any water or sewer utility found within the 
boundaries of said district, which is exempt froa tha definition of 'public 
utility' as found in paragraph (d) of Section 1 of Act 324 of 1935. 

(2) securing any lands or rights of way needed in making 
improvements to water or sewer systems owned and operated by any such district 

The board of said district shall have the power to enter upon any privacy 
property for the purposes stated in sentences (1) and (2) of this subpart, 
the person damaged and the board cannot agree on the sum to be paid for su<j>* 
damages, the person aggrieved may file his petition la the circuit eourt of 
the county, setting forth his grievance, and asking compensation therefor, 
making the board a party defendant. The issues io sueh suit shall be made 
ms in other cases at law, end the cause shall be tried by a Jury, unless 
dispensed with by the parties; and the ease shall be advanced on the docket 
ms to have precedence of all other causes. The Judge of the circuit court's, 
bold a special tera at any time for the trial of any such cause, giving ten 
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(10) days' notice to the partita of the time of holding such aptclal term, 
which notice say be In writing, and shall be atrvtd on the partita aa a writ 
of summons la dlrtettd to bt atrvtd, unless such notice be waived by the 
partita, or oot of then. The Judge of aald court aay, In vacation, in caae an 
agreement cannot be arrived at between the board of laproveaent and the owner 
of auch property in relation to the daaagea clalaed, fix an amount to bt 
depoalted with a oot peraon to be daalgnated by the court, before the entering 
upon and taking poaataaion of the property to be uaed and taken aa afortatid 
and upon the amount required being depoalted and certificate thereof filed in 
aald eauae, the work aay proceed.* 

SECTION 5. GENERAL REPEALER. All lawa and parte of lawa in conflict 
with thla Act are hereby repealed. 

SECTION 6. SEVERABILITY. If any provlalon of thia Act or the applica- 
tlon thereof to any peraon or circumstance la held invalid, auch invalidity 
ahall not affect other provlaiona or appllcatlona of the Act which can be 
given effect without the invalid provision or application, and to thla end the 
provisions of this Act are declared to bt severable. 


SECTION 7. EMERGENCY. It is hereby found and determined by the General 
Assembly that regulation of small water and newer utilities as "public 
utilities* under the Jurisdiction of the Public Service Commission generally 
imposts heavy regulatory costa upon the consumers, so that tht cost of 
preparing a rate case alone aay equal or exceed the other total revenue 
requirements of thoae utilities; that the effect of regulation is often to, 
Increase -costs that ere proportionately far in excess of the benefits of 
regulation; that customers of small water and sewer utilities aay be better 
off in the long run if they could simply buy their water or sewer utility 
outright sod run it themselves; and that this Act is immediately necessary to 
remedy the present situation. Therefore, an emergency is hereby declared to 
exist and this Act being immediately necessary for the preservation of the 
public peace, health and safety shall be in full force and effect froe and 
after its passage and approval. 


! 
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11, 1984. The RTC investigators concluded that MF paid the 
total purchase price at the time of closing. There were no 
written approval for this l oan hy Hr^ ln the files 1 reviewed. 

On December 31^Jr£tT37^MF wroteWacfe'-ebeck number 66 on MG 
account number 7jl&0aO6 for the amount of $ 397^59 • 7 2 . (Ex. 8, 

CR) . If you ha6k at the check, a handwritten n^te indicates 
that $39,250/ls separated out of the total amount to account # 
2630. Th la number is equal to Wade's share of the downpayment 
to purchase Campobello, although it is unclear if WadeNput up 
any portion of the downpayment in the first place. 

January 16, ljJjlVr— MF^ wrote cheek-number 124 for $^73,250 
to MG'. (Ex. 9, C^<^The check is signed by"F 4 ul N. 

Casyleberry. It/looks like Castleberry endorse^the check 
himself and deposited it to an MG account. The RT\Xcriminal\ 
investigators concluded that MG paid MF’s portion of\he 
purchase price for Campobello, and that this check represented^ a 
remimburtfement of those funds. A document in box 133 of\the 
rngersoll documents from file named "Transfer of Funds - 
/ndica/es this payment was made December 31, 1983 (vs. the\ 
actual date of 1/16/84 on the check. The purpose of the cn^ck, 
according to this document is an "investment in CPV.’ 

/B. QUIET TITLE ISSUES 

I Although the deal closed on December 13, 1983, it appeals 
frorrV the files that there were problems wi€h title on the 
property. The Nicholson Firm, on behalf of C.V. Wade and MF 
(notj CDC ) brought an action to quiet title to the property in 
Documents related to this action can be found in the 
=(rsoll documents, Box 31, in a file entitled "Madison - 
obello - Title Work." There is extensive correspondence /on 
subject in OTS Box 19, folder 7 at pp. 15222 to 15252. it 
Mrs that title had been quieted by November of 1984 and/thaij 
tiule insurance policy would be issued. According to Larry 
K^ca,\title to only 3570 of the Campobello acreage was cer£ifie 
court action because the "remaining land was not 
d or quieted because of the time and expense involved. 

CR) 

^ugal and Wade were able to purchase CampobeldTo without 
^itle certificate and without a title ins>rfance policj 
for lots sold to individuals be foj^e^Dec ember of 
5^ild not have conveyed title to tftte property free and 
pemo from Larry Kuca (general rr|anAfler_of- 



a proper 
In add 
1984 , C! 
clear 


a memo from Larry Kuca (general rr(anAger_ 
CampobelloX^ Head Harbour partnership dated January 24 , 1985, 
Mr. Kuca states: "Due to the uncertainty of title on Campobello 

Island, our quieting of title’ action took several months 
longer to complete than originally anticipated." (Box 31, 
"Madison - Campobello - correspondence"). It appears that the 
quiet title action was a necessary prerequisite to registration 
of the development with HUD. Kuca • s memo further states: "All 

of the necessary information has now been filed with HUD and I 
expect approval shortly. Once approved, we will be able to 
convert existing ’Reservation Agreements’ into binding 
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contracts.- * 3 4 * (Id.). The failure to have proper title raises 
the question of Fow Wade and MF could receive a loan on the 
property without a titleijTS 3 LijmCLe_jtollcy 

C. SALE TO HE AO-ttXftBOR ^ _ 

■ 984, Jim McDougal wrote^Kmemo to Sheffield 
s a proposal that Nelson (aMassociates) 
venture with Wade and MF for Cajnpobello. 
e a one-half interest in the property for 
unediate capital contribution of $1^0,000 for 
By mid-July, it was anticipated that an 
i ca^h^ronr^^l^tm--wou^d be needed. H^ad 
ipSny ("HHHC") was the efrt^y ford by 
i purchase the property. (Etfv^ll, CR) . 
McDougal^also authored a memo dated June 4, 19,84 to E 
M^Creery {pi Flake fc Co.) concerning the best means^to "effect 
ne transfer of the Campobello property from Madison V'd Wade, to 
iampobelio Properties Venture." ("CPV") (Ex. 14, CR) . \Wade ^nd 
/MF wer/ to deed their interests in the property to the venture 
CDC add HHHC would each make a contribution of $600,000 t\^ CPV\ 
to bg' disbursed as follows: 

1. $440,000 to Wade to reimburse him for the purchase 

pric/e plus accrued interest and a like amount to MF . The 
$440,000 represented a refund of Wade’s and MF’s interest i p thl 
inal purchase price (e.g. $412,500) plus interest. 

2. Refund the $25,000 contribution recently 4 made by HHH 
and a contribution of the same amount made by MF . 

3. Reimburse MF and Wade for documented expenses for 
development of the project as of the memo’s date. 

On September 1, 1984, a Joint Venture Agreement was signed 
l by hHHC and CDC. Schedule 1 to the Agreement contemplates £hat 
'HHHC and CDC would each contribute $450,000 as capital (foy a 
pot^l of $900,000). Additional contributions of $ 150 , 000 £ach/ 
be made before August 1, 1984 (a month before the date c 
reement). Schedule 1 of the Agreement anticipates/that j 
ould contribute an additional $100,000 on August JL , 1984 
of $1,400,000 was contributed to the venture py CDC a r 
1?HHC was a partnership consisting of Shef f ieljiNelson, 
Jones, Larry Wallace and John Flake as limited partners' 
Vake\t Co. as general partner. HHHC was^rmed on Hay 1, 
hex^ndividual partners of HHHC are [Apparently pro min ent 
usinessmen . 

The Vi min g of the loan to HHHC and HHHC ’ s formation makes 
this transaction suspect. As stated above, MG records indicate 
McDougal proposed HHHC ’ s investment on March 20, 1984. On April 
20, 1984, Mr. Flake wrote to Wade and McDougal explaining his 
intention to form HHHC. (Ex. 12, CR). The Board of MF approved 


3. A discussion of Kuca’s reversal of pre-registration sales 

into ’reservation agreements- is discussed infra at Section "D. 

4 CDC and CPV did not enter he joint venture on Campo^e ° 

unt\il September 1, 1984. This "contribution" is not men^ >n€a 

^he joint venture agreement. ~055 6 


- 4 - 
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State/df Arkansas 
75&ft General Assembly 
ft e g\i 1 a r Session, ^98^ _ 
By: Senator Spofc 



A Bill 


SENATE BILL 



For An Act To Be Entitled 
"AN ACT TO PROVIDE THAT SEER MANUFACTURERS LICENSED b\ THE 
ARKANSAS ALCOHOLIC BEVERAGE CONTROL BOARD MAY SELL BEe\ AT 
RETAIL IN RESTAURANTS LOCATED ON THE PREMISES OF SUCH 
MANUFACTURING FACILITIES, FOR CONSUMPTION ON THE PREMISE^ 
MAY SELL BEER MANUFACTURED ON THE PREMISES AT RETAIL TO 
CONSUMERS FOR CONSUMPTION OFF THE PREMISES, AND MAY SELL 
BEER MANUFACTURED ON THE PREMISES AT WHOLESALE TO LICENSEb 
RETAILERS OF ALCOHOLIC BEVERAGES; TO AUTHORIZE THE ALCOHOL 
BEVERAGE CONTROL BOARD TO ADOPT APPROPRIATE RULES .AND 
REGULATIONS TO CARRY OUT THE INTENT AND PURPOSES OF TH} 
ACT; AND FOR OTHER PURPOSES. - 



BE \IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF 

SECTION 1. Any beer manufacturer licensed by Che Arkansas Beverage 
Concfol £bard may, after obtaining a license^r'^CTlt to do so In the ranne: 
prescribed herein: 

18 (a) sell beer at recall for consumption on the premises in a restaurant 

19 locaced or. the premises of the beer manufacturing facllltv or on contiguous la 

20 owned by Che licensed manuf acture r ; 

21 (b) sell beer manufactured on the premises at retail to consumers for 

22 consumption off the premises In the same manner and subject to the same 

2,3 restrictions as apply co ocher recailers of alcoholic beve^Ages tor off preai- 
ses consumption; and 

2$ (c) may sell beer manufactured on che premises at whol\es)^le co licensed 

26\ recallers of alcoholic beverages In che same manner and undyr thf saoe 

27 restrictions as-licensed ~dlsrrt batorf^isf “JlcoHo nc - ^^ Fa ge s . 

28 

29 SECTION 2. Any licensed manuf ac cu re r of beer desiring co sell Veer ard 

30 wine on or from che premises of the beer manufactur ing facility as auj hcrtred 

| MG 0000 76 L 1 

; mb060 

S-KCR03152 
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S.3. 


herein shall make application to the Alcoholic Beverage ControL Board on sue': 
forms and In such manner"S5 may b*~reas-anably required by the Board for a pe: 
mit or perml.c^to do so. Each such a p p 1 i cTTl^r^Jial 1 be accompanied by such 
information as may be required by the Alcoholic Beverage Control Board to 
enable the Board to determine the eligibility and qualification \i the appli- 
cant for the license or permit and by the annual license or\permlt\ fee 
hereinafter prescribed. 


SECTION 3. (a) The annual fee for a license or permit far a manufactur 

of beer to sell beer at recall for consumption on the premises In restaurants 
located on the oremlses of beer manufacturing facilities shall le th • same as 
the fee now or hereafter prescribed by law for permits for other persons to 
sell beer In restaurants. 

(b) The annual fee for a license or permit for a manufacturer of beer t 
5\ sell beer on the premises where manufactured for consumption off the premises 

6 \ shall be the same as the fee now or hereafter prescribed by L6w (of permits 

7 \ror ocher persons to sell alcoholic beverages for off premises consumption . 

3 \ (c) The annual fee for a license or permit for a b*/r manufacturer to st 

I9\beer manufactured on the premises to licensed retal^eps of alcoho'lic beverage; 

20 shalY^be the same as the fee now or he reaf te r^presc^Tbed by law foKnermits 

21 fo\ either wholesalers or distributors of alcoholic beverages. 


23 SECTION i*. The Arkansas Alcoholic Beverage Control Board is hereby 

2^> authorized to adopt and enforce appropriate rules and regulations to carry out 

25 the intent and purposes of this Act and to prevent abuse of the privileges 

26 granted herein. 

27 

28 SECTION 5. The provisions of this Act shall be supplemental to existing 
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ARKANSAS DEPARTMENT Of- HEALTH 
4815 West Markham Street 
UttJe Rock. Ark. 72201 



Jim NfcDougal, President 
Njiadi son /Financial Corporation 
2 Financial Centre, Suite 230 
.ittle/Rock, AR 72211 


ear Mr. McDougal: 



RE: 


Maple Creek Estates 
Saline County, AR 


is tiie intent of the Memorandum of Agreement (copy attached) to provide 
effective method for subsurface disposal of sewage effluent through the 
of \ expanded, shallow trench absorption fields. j 

It Should be noted that the principal soil types found in the development are, 
according, to the Soil Conservation Service, Soil Survey for Saline Codnty, J 
classified as Amy, Savannah, and Wrightsville. All of these soils have severe 
limitation^ for septic tank suitability due to slow percolation apd depth qb 
season^ ground water. 



The utili^tioh of the expanded, shallow trench absorgjicrTfield s has not beeh' 
fully teste\ in\hese soils and may cause some malfunction during extremely j 
wet periods, ^rjods of heavy use, improper maintenan e*: , or ve hicles and Heavy 
equipment being s/ ariven over the absorption field after it has been constructed. 

It is suggested than an approved individual sewage disposal permit be obtained 
prior to any cats true t ion. This process will allow for the proper planning of the 
actual constriction of the house plumbing and the sewage disposal system. 

If you have any questions concerning this matter, please do not hesitate to 
contact this office. 



Enc. 


cc: 


l1 Glover 
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MBHORANDUM OF AGRESKEOT 


he purpose of this memorandum is to provide an acceptable method 
(itilizaticxi of septic tank systems in the Maple Creek Estates develo 

It is/the understanding of the Saline County Health Department that al^ 
lots /contained in Maple Creek Estates are to be a minimum of three acrei 
Therefore : 

" 1. Each lot shall be evaluated on individual merit with respect 
to soil suitability. 

All lots with acceptable soil characteristics shall have a 
standard septic tank disposal system. 

All lots which have seasonal ground water occurring at depths 
less than 4' from the ground surface may utilize an expanded, 
shallow trench septic tank disposal system, provided the syste 
is designed and installed in such a manner that will ^provide 
the best possible method for subsurface disposal. 

lots with percolation rates between 45jjuritjtes per inch and\^ 
:(>\minutes per inch may utilize an expanded, shallow trench 
mnc tank disposal system, provided th e is designed — — 

ana installed in such a manner that will provide the best possible 
method for subsurface disposal. 



SIGNED 

Neal Glover, Program Administrator 
General Sanitation Section 
Arkansas Departpj^nt of Health 

Division or Sanitarian .Senuv- 


SIGNED : ^7^1 

.^tx Dotmins, Snn'.tm 





•j. %-fJ 


Jfm McDougal, President \ 
Edison Financial Corporation 
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MAPLE CREEK ESTATES 


ticn Considerations For Expanded, Shallow Trench Sept* 
SystemsFor Maple Creek Estates. 



trench depth 24 ,, -26". 

Indicate maximum depth of septic tank outlet which must be above 
soil mottling zone. (This may require the septic tank outlet to 
be .placed at ground level on some lots especially flat lots). 

_ aicate location and maximun allowable depth of house sewer 
st^xb-out. (Stub-out may have to be placed at ground level or 
above depending on soil characteristics and topography. 
Absorption area required (square feet per bedroom) 

55 min/ inch - use - 320 square feet 



ICC L. 

- use - 340 square feet 

- use - 360 square feet 

- use - 380 square feet 

- use - 400 square feet 
iluv uu.ii - use - 420 square feet 
min/ inch - use - 440 square feet 


65 min/ inch 
75 min/ inch 
85 min/ inch 
.95 min/ inch 
v ‘05 min/ inch 



j 
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SALINE COUNTY HEALTH UNI 

Jo l FAST McNElL STREET 


BENTON. ARKANSAS 

February 21 , 19*/; 


/Mr. Jim HcDougal, President 
/Madison Financial Corporation 
Financial Centre, Suite 230 
Little Rock, Arkansas 7221 1 


Dear Mr. McDougal: 



RE: 


Kaple Creek Estates 
Saline County, AR 


\The purpose of this letter is to clarify the position of the Sal 
younty Health Department in the review of individual sewage 
disposal system? in Maple Greek. 

It ^should be noted that some homes are being constructed and 7 hare 
\pl umping installed before an individual sewage disposal system 

\en reviewed and approved by this office. As a result, some 
hemes have plumbing stub-cuts that are toodeep for proper 
installation of t.he sewage disposal systems, 



I 


In ordeiv-c. allow fnr proper planning of the sewage disposal system 
it is suggested that an approved sewage disposal permit be obtained 
prior tc actual construction of the house. It is also suggested 
that adequate drainage be provided prior to review of the sewage 
disposal application. This will allow for proper placement of the 
driveway and street culverts. It is suggested that all poorly drained 
areas be provided with 3' minimum depth drainage ditches with 
initial emphasis placed on frontage ditches. It may also be 
necessary to provide side lot drainage to improve the effectiveness 
of over all drainage and the location of home sites in close proximity 
to side lot lines may prevent the construction of side lot drainage 
due to close proximity of the sewage disposal field. It is, \ therefore, 
suggested that consideration be given to locating proposed hofne^ites 
in the center of the lots. ' 


Agreement si^iod on June 23 » 
d with th e un da r^ t ahdin g 


[t must be stated that the Memorandum of 
ly*3— by M r . G1 o ve r and m y se lf wa s prep a r e d 

that Maple Creek "Farms, Inc. was to be a residential area with 
minimum lot sizes of 3 acres. It is not the intent of the Saline 
County Health Department to issue individual sewage disposal permits \ 
for lot sizes less than 3 acres or for conmercial development. 
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SALINE COUNTY HEALTH UNI 

jni EAST McNEIL STREET 


hkim; i 
) .tt. > ua *f , -** >i 


ENTON. ARKANSAS 7Ml 



As I have indicated in previous correspondence, the soils in this 
ea have severe limitations for septic tank use and would not be 
[suitable for contnercial development. 

closing, I would like to reiterate ray concern that proper drainage 
nd installation of the individual sewage disposal systems may not / 
entirely effective and ask that you consider an over-all plan 
d\f development that would provide public sewerage for any area in / 
^ple Creek in which the malfunction of individual sewage disposa]/ 
ptems may occur and thus constitute a public health hazard. / 

iu have any questions concerning this matter, please do not 
te to contact this office. 




lev Dobbins, ?..$. 

5a] ine County Sanitarian 


LD: prs 
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MADISON RNANQALCOflflORAnON 
PO Box 1583 
LtftlP flock. Artunns 72203 
501 374-7777 


Ma!7th 6, 1984 

Mr/. Lex Dobbins 
Saline County Sanitarian 
Saline County Health Unit 
3Q1 East McNeill Street 
Benton, Arkansas 72015 

Otar Mr. Dobbins: 

I apologize for the delay in answering your letter. It was sent to 
previous address and was very slow in being forwarded to me. 

\we \i 1 1 advise our customers that they should contact you before ynder- 
the construction of homes at Maple Creek Farms m order t p allow 
planning of individual sewage systems and proper location of the 
l pal homes on the tracts. 

We continue to make every endeavor to improve the dra>n3ge situation. 

We undeV^ta^d your position that individual sewer systems cannot be used — 
in commercial areas. 

As you know, we are planning a Sewer Improvement District to service the 
remaining property we will offer for sale. This system wi 1 1 have excess 
capacity as to make available service for any area in which individual 
sewer disposal systems might fail. 
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The Dfepa; 
sewage di 
Faring, Inc., 


MBCRANDUM OF UNDERSTAT ING 
BETWEEN 

ARKANSAS DEPARTMENT OF HEALTH 
AND 

MAPLE CREEK FARJC, INC. 

t of Health agrees to continue to issue temporary individual 
sal permits at Maple Creek Farms provided that Maple Creek 
will agree to the following conditions: 




Maple Creek Farms, Inc., agrees to provide a sewerage system to 
setve Maple Creek Farms except lots numbered 300 through 340. 

These lots will undergo a soil investigation conducted by Maple 
Creek Fanns and observed by the Department of Health to determine 
suitability for on-site disposal. In the event the soils in this 
area prove unsuitable for subsurface disposal. Maple Creek Farms, 
agrees to provide an acceptable plan for sewage disposal to 
lots 300 through 340. Further, Maple Creek Farms, Inc., agrees/ 
ovide the Department within forty-five (45) days a preliminary 
teering report along with a time-table to provide said sewerage/ 
sksten^for Maple Creek Farms development. 

nt of Health agrees to issue temporary permits with' a 
that property owner shall connect to the sewerag^^ystem 
tem is available. 

Maple Creh)c /arms, ^ Inc. , with Department of Health assistance, agrees 
to initiate steps for the formation of any needed seWer” improvement 
districts. 


The Memorandum of Understanding will be re-evaluated on a semi-annual basis 
to determine that each party is honoring said agreement. 
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48) S U « xi M.irUum Sirm 

i. i it k.mL 4.i :rv»i 

CPQ 

July j. 1*84 4 


hr. James he Doug a 1 
Madison Financial Corp. 

P. 0. Box 1503 
Little Rock, AR 72203 

Dear Mr. MeDouga L: 

On June 29, 1984, a meeting was held with Division staff and hr. Lex Dobbins 
:c discuss past problems that have been encountered at Maple Creek in regard' 
to malfunctions of individual on-site sewage disposal systems. % 

/Mthouan these systems were malfunctioning during the past wet weather, they 
seer to be operating satisfactorily now. However, it is felt that malfunct- 
ioning may re-occur curing stress periods (wet weather) on these and similiar 
systems . 

I would like tc recommend the following procedures that may help alleviate 
sir: liar future problems: 

11 Site Protection - Heavy equipment traffic during lot clearing and 
home builcmg should be avoided since undue compacting of tne soil 
would be detrimental to soil absorption. It has also come to our 
attention that as a result of the clearing process, piles cf trees 
are bemc left or. various lots. If these trees are removed with 
heavy equipment after septic systems have been installed, the systems 
will be destroyed. 

Another factor that may be included in soil protection pertains to 
tne on-site burial of trees and debris. Any pits dug adjacent to 
or in ar. absorption area will settle and collect sewage. These pits 
could eliminate the area as a possible absorption site. 

2) Site Dra maoe - Soil mottling has been found on poorly drained lots. 
This is an indication of a high water table which will cause septic 
sy-stere malfunctions. Since it has been agreed that a drainage plan 
would improve the operation of the systems. I would like to recommend 
that adequate drainage channels be provided for surface drainage Oi 
field absorp 1 1 or. sites or. the poorly drained lots. 

Due to the fact that marginal soils as encountered ir. this area re- 


COu*. o » - q ■ T u- . 
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cuire careful plannmo of sewage systems, site selection anc pro- 
tection should be civet, priority in determining the most ideal location 
t or a sewage absorption field. 

as principal developer, we request your assistance in obtaining the best possible 
solution to these conditions for the various property owners until community 
sewers are made available. 


If we can be of help in the development of a drainage plan or the phasing in of 
community sewage, please do not hesitate to call us. 


Sincerely. 

W ~ ... fi L -<— C 

William A. Teer. R.S., Director 
Division of Sanitarian Services 


WAT : 3 c 


c: : 

Lex Dobbins. 

Sam tarian 


J . * . Jones. 

Sanitarian Supervisor 


Neal 

Clover . 

Procram Administrator 


Bruno 

Kirsch 

. Director. Engineering 


HOUSE 
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MACXSON F1NANQAL CORPORATION 
PO 6o. 1«A3 

Lime Rocv Arkansas 72?03 
bO\ 374-7777 


July 17, 1 984 


Mr. Wi 1 1 i am A. Teer 
Oi rector 

Division of Sanitarian Services 
Arkansas Department of Health 
4015 W. Marknam 
Little Rock, Arkansas 72205 


Dear Mr. Tee-: 

1 apologize for the delay in answennc your letter as 1 have Peer, 
cut cf the state for two weeks on vacation. 

we are in agreement on your recommendations as to site protection 

anc site drainage and are in the process of the continued implementation 

cf these recommendations. 

With apprec 1 at ion of your cons 1 derat 1 on in this matter, 1 am 



\}a?es B. McDougal 
President 


JBMcD/rs 


HOUSE 
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• w \ ■ w ^c.: .VaiMlM Ur 

4815 Vv«i Mirth am Street 
L>tUe Rock. Art. TCCOL 


July 2. 196; 


Mr. James B. McEougal. President 
Malison Financial Corporation 
P. 0. Box 1563 
Little Rock. AR 72203 
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Re: Individual Sewage Disposal Systems 

fteple Creek Farms 
Saline County, Arkansas 


Dear Mr. McDougal: 

You will recall in Mr. Dobbin's correspondence of August 9, 198i that the 
following lets had seasonal malf unctions : Lots 0, E. 203, J, P, L, 60, L, 9 

and 10. 

Further investigations conducted on May 9 and May 2 L, 1985 indicated that Lots 
27, 56, CA, 305. 309 and 315 were also experiencing seasonal malf unctions . 

The primary factors contributing to these malfunctions appear to be: (1) very’ 

poor cramage: (2) lack of adequate soil and grass cover over tne absorption 
fields; and (}) lack cf property owner awareness of the location of the dis- 
posal field and tne limitations stated on the permit forms. 

It appears at this point t.nat community sewerage snould be inmecaately install-, 
ed as previously agreed. If tne installation of suen facilities cannot be 
iomedistely undertaker., an extensive drainage plan for these lots should be 
initiated in addition to placing additional fill material over the absorption 
areas. * 

Tne issuance cf additional temporary individual sewage disposal permits in the 
poorly drained areas will be contingent upon the construction of adequate drain-' 
age.' Tr.ose areas classified as poorly drained are the flat expanses with season- 
al water tacles occurring at depths less than two feet from, the ground surface. 

If you have any cuestic ns concerning tns subject, please do net hesitate to con- 
tact t.tis office . 

William A. Teer, R.S.. Director 
Division cf Sanitarian Services 

WAT: jc 

c: J. ?. Jones. F.S.. Samtanian Supsr.isor 

Lex Decerns . F.S., Saline County’ Sanitarian 


•■•f. COu*L 0**0"Tl 


irrv CM»to»t» 


HOUSE 
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SALINE COUNTY HEALTH UNIT 

nil HAST Mr. St II. STHtKT 

nmsi m «n; 

IJT7U HOth. *««■«• 

lit MON. ARKANSAS T2015 


August 9, 1984 


R. D. Randolph 
Maple Creek. Farms 

Bruce Uaccon 
Maple Creek Farms 


Uillie McIntyre 
Maple Creek Farms 

SUBJECT: Individual sewage disposal systems. Maple Creek Farms 

Gentlemen: 

On-site Inspections of Installed sewage disposal systems at Maple Creek Farms 
were conducted on August 3, 1984, with the following results: 


r J^LCT D: 


SYSTEMS DEFICIENT IN CONSTRUCTION PEP-Mlt REQUIREMENTS 

Installation incomplete. Requirements: Extra fill over absorption 

field; straw cover; grass seed. 


LOT II : Installation incomplete. Requirements: 1' fill ove: absorption 

field; straw cover; grass seed. 

Installation incomplete. Requirements: 1* fill over absorption 

field. Additional recommendations : Straw cover; grass seed. 


111 : 


^I^LOTJOT: 


% 

f- t'ifi 


f-/ s / 

‘ v 'LOT3C5 : 


tj 

LCT 316 : 


Installation incomplete. Requirements: 1' fill over absorption 

field; straw cover; grass seed (the fill and straw cover are 
inadequate on this lot). 

Installation incomplete. Requirements: 1* fill over absorption 

field. Additional recommendations: Straw cover; grass seed; 

improve drainage. 

Installation incomplete. Requirements: Extra fill over absorption 

field; straw cover; grass seed. Additional recowendat ions : Improve 

drainage . 


/ LOT 333 : Installation incomplete. Permit requirements: 1* fill over absorp- 

tion field; straw cover; grass seed. Additional recommendations: 
Improve drainage. 
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Svsun; Deficient : r Const ruct ion Permit Requirements. com't 


LOT 635 : 
/S LOT 641: 


LOT 

_0: 

LOT 

_E: 

LOT 

203: 

LOT 

_J : 

LOT 

_P: 

LOT 


LOT 

CC: 

LOT 

60: 

LOT 

38: 

LOT 

4 : 

LOT 

9 ; 

LOT 

10: 

LOT 

_1: 

LOT 

113: 


Installation incomplete. Requirements: 1* fill over absorption 

field; straw cover; grass seed. 

Installation incomplete. Permit requirements: 1' fill over absorp- 

tion field; straw cover; grass seed. 

SYSTEMS WITH SEASONAL MALFUNCTIONS OBSERVED APRIL 13, 1984 

Recommendations: Improve drainage; 1' fill over absorption field; 

straw cover; grass seed. 

Recommendations: Straw cover; grass seed. 

Recommendations: Improve drainage; 1’ fill over absorption field; 

straw cover; grass seed. 

Recommendations: Improve drainage; 1' fill over absorption field; 

straw cover; grass seed; septic tank "riser”. 

Recommendations: Improve drainage; 1* fill over absorption field; 

straw cover; grass seed. 

Recommendations: Improve drainage; 1' fill over absorption field; 

straw cover; grass seed. 

Recommendations: Straw cover; grass seed. 

Recommendations: Straw cover; grass seed. 

Recommendations: Improve drainage; 1' fill over absorption field; 

straw cover; grass seed. 

Recommendations: Improve drainage; 1' fill over absorption field; 

straw cover; grass seed. 

Recommendations: Improve drainage; 1* fill over absorption field; 

straw cover; grass seed. 

Recommendations: Improve drainage; 1* fill over absorption field; 

straw cover; grass seed. 

CTrEE SIFT I C TAN-K SYSTEMS 

Recommendations: Improve drainage; extra fill over absorption 

field; straw cover; grass seed. 

Recommenda : ions : Extra fill over end of absorption field; straw 

cover; grass seed. 


HOUSE 
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Othe 1 Sertlc Tank Systems, con: 'd 


LOT 

lO 1 : 

Recommend at ions : 

Straw cover; 

grass seed. 


LOT 

12: 

Recommendations : 

Straw cover; 

grass seed. 


LOT 

312: 

Recommendations : 

Straw cover; 

grass seed. 


LOT 

313: 

Recommendations : 

Straw cover; 

grass seed. 


LOT 

309: 

Recommendations : 

Extra fill over absorption field; 

straw cove: 



grass seed. 




LOT 

306: 

Recommendations: Improve drainage; extra fill over 

field; straw cover; grass seed. 

absorption 


The purpose of this letter is to provide you with the necessary infomation 
regarding requirements and recommendations for the Improved operation of 
individual sewage disposal systems which have been installed. 

It is expected that all construction requirements indicated in this letter 
will be addressed as soon as possible. 

This office will cooperate with Maple Creek Farms and the property owners 
concerning the additional construction recommendations also stated in this 
letter. 


If you have any questions concerning this subject, please do not hesitate to 
contact my office. 


Sincerely. 



Lex Detains 

Saline County Sanitarian 


LD: jkc 

cc: Jin McDougal, President 

Madisor. Financial Corporation 

P.0. Box 1 563 

Little Rock. A?. 7 2203 

Bill Teer, Director 
Division of Sanitarian Services 
Arkansas Department of Health 
<•61 5 Markham 
Little P.otk. AF. 722C1 


HOUSE 


1546 



CR/asked 
pe had re the 
! he gave you that ha 
could find that mem) 
on when he saw you on 
that I was not in the h< 


gal because of some complaints 
told me to look for the N memo\ 
[plaints outlined and that 1 
cket of the jacket you had 
I tried to say in a nice 
ou what you wore 


we were not together and th^ 
closet. He insisted that I fl^^thl 
memo, /but if, by chance, I couldi^ 
p you about the problems, to call^im j 
Tuesday of this weak. He was out, | 
e had spoken to you that very day 
fi e the issue was resolved. 



ave access to you r 

nd I would /have the 
Fand^was unable It o talk 

Called him back 
fary said 
► so she 


©©GOIFOI 
I 

©SSWOCgg© 



I did speak to Jerry Hill at the Health Dpt 
copious letters from McDougal and would be glad 
to any and all of the complaints outlined in the 
is in the coat pocket. 

COh 

Do I need to pursue? Advise, please. 

:MMF=4?®®[D)(y)©g(|) bv ‘jfljQti ■ 

simoinriiii ©go eagokogo© ago® hog 


•IDEE 


D©( 


j|jp0620/i 

\\L 
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1ST STORY of Level 1 printed in FULL format. 

. The Associated Press 

The materials in the AP file were compiled by The Associated Press. These 
materials may not be republished without the express written consent of The 
Associated Press. 


October 3, 1994, Monday, PM cycle 


SECTION: Domestic News 
LENGTH: 696 words 

HEADLINE: McDougal Complaint Prompted Then-Gov. Clinton to Convene Meeting 
BYLINE: By PETE YOST, Associated Press Writer 
DATELINE: LITTLE ROCK, Ark. 

BODY: 

When President Clinton's Whitewater business partner had a complaint with 
state regulators in 1986, Clinton, who was then governor of Arkansas, convened a 
meeting to get to the bottom of things. 

He had three state officials come to the governor's office to hear James 
McDougal 's complaints in Clinton's presence. 

McDougal was upset about the state's refusal to grant hundreds of permits for 
septic tanks he wanted to install in one of his many real estate developments. 

Tom Butler, the No. 2 official at the Arkansas Health Department, said 
Clinton was blunt in describing the need for the meeting. 

"I think some of your employees may be messing with this friend of mine who's 
in land development," Butler, in an interview, quoted Clinton as saying. 

But Butler said "I never got my arm twisted’ by Clinton or anyone else in the 
governor's office to help McDougal. 

Clinton, according to Butler, characterized McDougal as "a person who's been 
a contributor. He's been a supporter of mine since I ran for Congress and he's 
never asked me for anything" before. 

Clinton's telephone call to Butler in late February 1986 resulted in a March 
4. 1986, meeting with McDougal in which "the guy went crazy on us; he was just 
ranting and raving," Butler said, describing McDougal 's behavior. 

McDougal 's anger over being denied state permits was occurring at the same 
time federal bank examiners were pouring over the books at his failing savings 
and loan. McDougal was co-owner with the Clintons of the Whitewater real estate 
venture in northern Arkansas. That venture and its financial ties to McDougal 's 
S&L are the focus of a special prosecutor's investigation. 

Participants in the March 4 meeting were Clinton, McDougal, Butler, 
then-Arkansas Health Department chief Ben Saltzman, the department's 
environmental chief and an aide to Clinton, said David Kendall, the Clintons' 
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The Associated Press, October 3, 1994 


lawyer. 

Kendall said that "the governor told Butler that he ought to do what was 
right and the governor said he wasn't going to interfere. He did not interfere." 

Butler confirmed that, saying Clinton apologized for the S&L owner's 
behavior, telling Butler after the meeting, "I didn't know" McDougal "would act 
that way. " 

Nonetheless, the state did review McDougal 's case again and ended up 
approving 20 additional lots for septic tanks, Butler said. The action still 
fell well short of the hundreds of permits McDougal wanted. 

At the meeting, Butler said Clinton watched while McDougal "started accusing 
Dr. Saltzman and me of not being able to control" a state health employee who 
was assigned to Maple Creek, the McDougal land development involved in the 
dispute . 

McDougal then criticized Clinton, complaining that "you promised" there would 
be just three participants in the meeting - Clinton, McDougal and Butler, 
according to Butler. 

An angry Clinton declared, "Jim, you asked for the meeting," according to 
Butler, and then suggested that the state officials would wait while McDougal 
summoned one of his engineering contractors to the session. 

McDougal didn't summon the engineer, but the state Health Department 
re-examined McDougal ' s project and issued the additional permits. 

LANGUAGE: ENGLISH 

LOAD-DATE: October 3, 1994 
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Bassett L aw Firm 

Attorneys at Lvw 
a* east centc* stmet 
\ Fayettevuxe. Arkansas 7 zro ~ 


X 


~ c f 


do ~ 

November 26, ! 


1984 


Re; 


Governor Bill Clinton 
Governor’s Office 
State Capitol 
Little ROCk, AR 72217 


Appointment of Arkansas 
Securities Commissioner 


Dear Bill 


1 V_ 


Is it my understanding that Lee Thalheimer, the current Securities 
Commissioner, is gome to submit his resignation to you sometime | 
this week. Thus, ycu will seen have the opportunity to appoint a 
new Commissioner . I would lik e to submit t he n ame of r.y sitt er. J 
Beverly, ifcr^ycui CwhS -deTatibh as the next* Securities CommiTSsiorser . 


ircr^yc 


You and I have talked about this in the past. Without question* 

Beverly has splendid qualifications for this ]ob which I do not — 
need to go into in detail since I am sure you are aware of her 
background and specific qualifications for this job. I talked with 
Beverly while she was home for Thanksgiving and she indicated to me 
that she was extremely interested in the ]ob. I am certain there are 
other qualified people who have expressed, or will express, an inter- 
est in this appointment. I am not familiar with the policies surround- 
ing this particular aopointmer“ but I know you and your st^ff are. 
Suffice to\say, I hope that you will be in a position to o^ffcr this 
job to Beveciy. Regardless of what you do, I would appreci,iat\ your 
visiting wifrij ^her about it at your convenience. — - 

I want to* make one thing very clear. I dc not expect Beverly to\be 
offered the appointment simply because I have worked on your beha\f 

since early l gfl2 . Nfn marr^r wh a t you d o , I w ill always remain fir mly 

committed! ta<you and will continue to diligently work on your behalf 
during thfe doming years. 
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AGREEMENT 


This Aq t made ind entered into this 



day of 


Sept emo# c 1985 by <*'*<3 between INDUSTRIAL DEVELOPMENT COMPANY 
OF LITTLE ROCK, an Arkansas corporation ("IDC*). MADISON 
FINANCIAL CORPORATION, an Arkansas state chartered savmqs and 
loan association (“Madison* which reference shall include any 
entity or individual to whom Madison might elect to assign i,ts 
eights hereunder) ami UNION NATIONAL BANK OF LITTLE ROCK. 
WORTHEN BANK ANO TRUST COMPANY. N . A . and FIRST COMMERCIAL BANK. 

N . A . (all national banning associations and all hereafter 
collectively referred to as “the Banks*). 

In consideration of the mutual covenants and agreements 
herein cuntamed. the parties do hereby aqiee. each with the 
other, and each ir r **mlinq to be legally and cc i 1 r actua 1 1 y 
bound, as follows: 

1. Fa ct tie l Matters . IDC is the owner of a substantial 

amount of real property all located and having a situs 
in Pulasl.i County. Arkansas. References herein to the 
* l DC Property* refer to all such real property jwneo 
by IOC excepting only the so called “Times Building* 
more parti*. srly described Oh Exhibit *1* hereto. 
References herein to the “Timex Building* are meant to 
include the land and improvements described on Exhibit 
l. The Banks hold valid, perfected and enforceable 
encumbrances which encumber all oe the IDC Property as 
well as the Times Buildinq as collateral security cor 
obligations owed by IOC to the Banks which 
obligations, including interest through the list 
of July. 19HS. total S2. 259.739. 

2- Agreement to Purchase and Sell . Madison agrees to 


PUUNTIPP’S 



Ig l DC Property. The agreed upon purchase price is 

Sj-TSjP » 


LAiwurv j . 

EXMltrr S 



purchase and (DC agrees to sell to Madison all of the 
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FROM: 


es E. Patterson 



PILLS BURY MADISON & SUTRO 
MEMORANDUM 
FOR FILE 


DATE: May 3, 

File: 88429 500 OQt 



ney 

\and 
Castle 


RE: / Interviev^itli^Seth Ward on April^297^i9.94 


vidson and I met with Seth Ward and his at£b 
r« in Mr. Jennings' offices in Little Rock 
Ward declined to have the interview tap 
y notes . Ward indicated with respect to 
understood when he purchased the property that\ the 
being loaned to him and the property purchased in nls 
' a limitation on Madison Financial corporations 
!e does not know who told him this , but someone 1 
n to confirm the facts of his purchase of the 
out in his statement to Gerrisch. 

He was asked about the Davis Fitzhugh transaction and 
ts that he believes that that land was culled out at the 
of the closing. He states that he had no idea what the 
were with Fitzhugh or how it was sold. 

Interestingly, I asked him about whether Madison Financial 
was * anted by counsel with respect to the sale of CastJ, 
Gr^nde\to Madison Financial. He says that he never saw an 
attorney or met with one regarding the sale. I told him a^out 
the Nftose. Law Firm bills that indicated that there were meetings j 
with\him\and other parties the sale of Castle Grande an 
indicating, that they had met with Hillary Clinton amprig others 
at the^osk Law Firm. Ward stated that for some seventeen yeard 
he was neadNaf the Airport Commission of Littjm^tfock and that 
Hillary CS^in was counsel for that commission. He said that 
if he had met/with her regarding Castle Gran Ao# he w uuld have 
known it annhe did not meet with her. 

He was asked about several other sales of the property all 
of which he denied having any knowledge of. He states that he 
was in his job with Madison Financial less than one year until 
the spring of 1986 when they got into an argument over payment 
to him of his commissions. 

He states that it wasn't until he "got to court” that he 
knew anything about the details of the transactions. I asked 
hint what details he learned when he was in court and received no 
aqiSKer . 

SEN 22896 




1559 



l 


12 

r 

3 


14 

L5 

17 
1 6 


19 


20 

21 

23 

[24 

■25 


100 

for some personal reasons* The service corporation was not In 
B position at that time, if I remember correctly, to pay him 
the $300,000 or so that was owed in commissions. The savings 
and loan loaned Seth the money secured by a mortgage on tracts 
27 and 28 of Holman Acres. 

q. I have shown you what's already been introduced as 

plaintiff * a Exhibit 19, a $300,000 promissory note from Madison 
Financial Corporation to Seth Ward dated about a week later, 
April 7th, 1986. What can you tell the jury about the 
circumstances surrounding the making of that note? 

A. It was discovered at that time -- I believe Seth brought 

it to our attention -- that it was not documented anywhere that 
the service corporation, Madison Financial, owed Seth the 
$300,000 for commissions. Seth was concerned, and rightly so, 
that should something happen to the people that, you know, were 
cognizant of this, there would be no documentation. Seth would 
not be able to prove that that corporation owed him some money. 
Wc structured this note as evidence of that debt. 

0. Did any money actually change hands7 

A. No. The consideration in essence was already given. 

The money was already owed to Seth as commissions. Seth did 
not pay cash t j the service corporation for this. This was 
evidence of a debt that was already owed by the service 
corporation to Seth. 

Q. Now, was Mr. Ward concerned also because there were 
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al 


examiners at Madiaon Guaranty Savings A Loan? 


101 


I think that may have been of eome concern to him aa 


veil* 
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q. I want you to look at now what 'a been introduced aa 

Defendant's Exhibit 3* an option to purchase tracts 27 and 28 
of Holman Acres. Can you tell the jury about the circumstances 
surrounding the financial corporation taking an option out on 
this property? 

A. Yes. I know this is confusing, but the loan was done 

really at that time in lieu of the option. The option more 
concretely or more accurately reflects the nature of the 
transaction, that being that the service corporation owed Seth 
5300, COO in commissions. In the initial purchase of all cf 
that property, Seth retained tracts 27 and 28 of Holman Acres 
as his commission, which was later to be bought by the service 
corporation. The option allows the service corporation to buy 
the property from Seth, thus Seth receives the $300,000, and 
the service corporation would have the property. 

The note was done very quickly to make sure that that 
debt was evidenced should something happen to anybody to 
protect Seth. The note, however, would have left, if that was 
the way it was finally structured, would have left Seth with 
the $300,000 plus the property, which was not the intent of the 
transaction . 

HR. JENNINGS: If the Court pleaae, we object to 
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102 

th*t statement aa being intent to vary the ttrat of the written 
agreement by oral testimony. 

THE COURTi Objection be denied. 

0. (By Ms. Bartley) Mr. Latham -- 

MR. JENNINGS t May I ask thia witness what's the 
source of his information? 

THE COURTi I'll let you cross hi*. 

MR. JENNINGS: You mean later? 

THE COURT: After while. 

0. (By Ms. Bartley) Now, you've testified that the note 

was to evidence -- the note given by MFC to Ward was evidence 
of $300,000: the option was to effectuate the intent, which was 
to purchase tracts 27 and 28 from Mr. Ward for $300,000. Then 
Mr. Ward would have the money, and Madison Financial 
Corporation would have the land; is that correct? 

A. Yes, that’s correct. 

0. How, the option is in the amount of $400,000. Do you 

know why it's taken for 400,0007 

A. No, other than when it was drawn up it may have been to 

offset the note, which was also for $400,000. I believe at the 
time the balance on the note was 300,000, that 100,000 had been 
paid off, the 300,000 remaining being -- what I remember as 
being the amount of the commissions. That would be the only 
thing I could think of on the option. 

0. Was MFC able to exercise the option and purchase the 
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27 

q. All right. Now, in April of 1986 — I believe I have 

the date right. Specifically on April 7, 1986, did you receive 
what has been marked, a copy of which has been marked, as 
Exhibit 197 

A. Yes, sir, I did. 

Q. Is this the original of which this is a copy? 

A. This is the original, yes, sir. 

MR. JENNINGS: If the Court please, we would like 

to offer into evidence the original and then substitute a copy. 
THE COURT: It will be received. 

(Thereupon, Plaintiff's Exhibit 19 was identified 
for the record and received into evidence.) 

C. (By Mr. Jennings) What is this, Mr. Ward? 

A. That is a note from me to Madison for $300,000. 

0. A note from Madison to you? 

A. A note from me to Madison. 

0. You are the lender? 

A. Yes, sir. 

0. Huh? 

A. Yes, sir. 

0. Madison gave you a note for $300,000? 

A. Ye ., sir. In other words, they gave me a note for 

$300,000. The note, that*s from Madison to me, yes, sir. 

MR. JENNINGS: Do you have a copy? 

MS. BARTLEY: No objection. 
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26 

MR. JENNINGS: Do you mind the substitution? 

MS. BARTLEY: No. 

q. (By Mr. Jennings) What was the occasion for Madison 

Financial to give you a note for $300,000? 

X. I needed some money, some cash. I asked them to pay me 

my commission. They aaid they didn't have any cash to pay me 
the commission with, so they offered to loan me money from 
Madison Savings t Loan. I asked for the note from Madison to 
show evidence that they did in fact owe me at least that much 
money and so 1 could start drawing interest on it if I was 
going to have to pay them interest on the money I was borrowing 
from them. 

Q. So you got a note from Madison Financial, which was the 

note, Exhibit 19, for $300,000? 

A. Yes, sir. 

0. In order to meet your cash needs, you borrowed money 

from Madison Guaranty: is that right? 

A. That is correct, sir. 

0. Now, did that $300,000 represent the full amount of the 

commissions owed to you? 

A. The note from Madison to me? 

0. Yes, sir. 

A. No, sir. 

0. Why was the amount of $300,000 used? 

A. I hadn't had a rendition of the account at that time. 3 
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Knew they owed me et least that much, And I wanted to cover 
that such, because X was going to borrow that much, and X 
wanted to have an offsetting interest payment. 
q„ • How much money did you actually borrow from Madison 

Savings a Loan? 

A. X actually borrowed 400,000. 

0 . And then what happened with regard to that? 

A. A week later X refunded them 100,000. 

Q. So that left you owing 300,000 to Madison Guaranty, and 

Madison Financial owed you 300,000 on the note; is that right? 
A. That is correct. 

Q. was the note that you gave to Madison Guaranty secured? 

A. yes, sir. 

0. How was it secured? 

A. It was secured by land at Holman Acres. 

0. By this tract of land shown as tracts 27 and 28 up 

here 

A . Yes, sir. 

0. — that you had retained title to; is that correct? 

Land that you had retained title to — 

A. Yes, air. 

0. — excepted from the sale to Madison? 

A. That's correct. 

MR. JENNINGS : Now, if the Court please, at this 

time I would like to offer into the record the answers to 
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q. Mr. Ward, you testified that you borrowed $400,000 from 

Madison Guaranty Savings 4 Loan in March of 1986. 

A. Yes. 

0. I believe the note will show that the date is March 

31st, 1986; is that right? 

A. March what? 

0. March 31st of 1986. 

A. All right. 

0. You borrowed $400,000 from Madison Guaranty Savings t 

Loan; is that right? 

A. Uh-h.uh . 

0. And that $400,000 was disbursed to you. It was paid to 

you in two cashiers checks; is that right, one for 300,000 and 

one for 100,000? 

A. That’s riont. 

MR. JEIJN’INGS : If the Court please, I will object 

on the grounds of relevance. 

THE COURT: I’m going to deny your objection and 

receive the document. The authenticity is not in question, 3 
gather . 

Q. (By Ms. Bartley) Mr. Ward, I've placed in front of you a 

Xerox copy of two cashiers checks from Madison Guaranty Sav ngs 

* Loan. what's the date on those checks? 

A. One is April the 1st for 100,000, and one is March the 

31st for 300,000. 
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q # And who are those cashiers checks made payable to? 

A. Me - 

q. And those are the cashiers checks for 300,000 and 

$100,000 that you received on March 31st and April 1st of 1986; 
is that right? 

A. 

MS. BARTLEY: Your Honor, I would offer that as 

Defendant's Exhibit 33. 

MR. JENNINGS: Over' our objection of relevancy. 

THE COURT: Received. 

(Thereupon, Defendant's Exhibit 33 was identified 
for the record and received into evidence.) 

Q. ( By Ms. Bartley) Now, you testified that you paid back 

the $100,000 in about a week? 

A. I did. 

0. So that left a principal owing of $300,000 on that loan; 

is that right? 

A. That's right. 

C. About a week later you requested two promissory notes 

from Madison Financial Corporation; is that right? 

A. Yes. 

0* I believe one of the promissory notes has already been 

introduced as Plaintiff's Exhibit 19. That's the one in the 
amount of $300,000; is that correct? 

MR. JENNINGS: If the Court please, for the 
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benefit of the court reporter, I would like for the Court to 
instruct Mr. Ward that he has to answer audibly. He can’t just 
shake or nod his head. 

THE COURT: All right, sir. 

MR. JENNINGS: Do you understand, Mr. Ward? 

A. I didn't hear. I’m sorry. 

THE COURT: He aays you must answer orally in 

order for the court reporter to catch your answer. 

A. Okay. Thank you. 

Q. (By Ms. Bartley) I want to hand you what's been marked 

Defendant's Exhibit -- well, whatever the next number will be. 

I think it's 34, Defendant's Exhibit 34, the promissory note in 
the amount of $70,943.47. What was the purpose of this 
promissory note? 

A. 3 told you previously that I expected to be paid my 

commissions on the first part of April of '86. They could not. 
They saic they did not have the cash to pay me ray commissions, 
so they agreed to loan me 300,000 to supply me with the cash 
that I needed. But at that time it occurred to me that, if 
they couldn't pay me and I had to borrow from them, then I 
wanted at least 300,000 -- wait. These two notes are the same. 
0. You simply have a copy. It's two copies stapled 

together . 

A. I wanted a not’e from them indicating that they owed me 

at least that much money so I could start drawing interest on 
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|g long as I was going to have to pay interest on the money 
j had to borrow from the S * L. 

I understand that’s your explanation as to the $300,000 
note. I'm ashing you now as to the 70,943.47, 

Also by that time I had reasons to believe that enough 
of the property had been sold to satisfy the entire 
indebtedness of the million one, one five. Without having a 
rendition of the account, I wanted a note covering the amount 
of that $70,000 note to protect me against the amount that 
was -- I had signed for. 

'Q. Are you talking now about the $70,000 note that you gave 

Madison Guaranty on February 28th of 1986? 

A. Yes. 

MR. JENNINGS: Excuse me. I believe the date is 


the 25th. 

Q. (By Ms. Bartley) February 25th, 1986? 

A. Yes. 

Q. And this note from Madison Financial to you in the 

amount of 70,943.47 is evidence that you are owed that money so 
you could pay off the February 25th note? Is that your 
testimony? 


My testimony is I wanted to have offsetting interest. 
What was this $70,943.47 note to offaet? 

It wasn’t to offset at this time. It was to protect 
-- it was to protect me against them not having paid, having 
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■te sign a note for that amount. 

q. So you are referring to the February 25th, 1986 note. 

Does this note that Madison Financial Corporation gave you go 
back to the February 25th note that you gave Madison Financial 
Corporation? 

A. I'm not trying to play games. I'm not exactly following 

you. I'm just saying that I was aware that I had signed that 
note. I was also aware that I didn't owe them that money. I 
hadn’t had a chance to get a rendition of the account, ao I 
asked for this note at the same time to protect me against that 
one . 


0. All right. So you had a note to Madison Guaranty that 

you had given on February ?5th in the amount of $70,000. You 
knew that note was outstanding; is that right? 

A. Tha t ' s right . 

0. And you gave -- you asked for and got a note from 

Madison Financial Corooration in the amount of $70,943.47 to 
protect you from the $70,000 note you had given to Madison 
Guaranty; is that right? 

That’s right, because we was wondering at this time just 
how -- that’s correct. 

THE COURT: In order that our record will be 

straight, is that note from Madison Guaranty to Mr. Ward in the 
r *cord already? 

MS. BARTLEY: The February 25th note from Mr. Ward 
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to Madison Guaranty is in the record. 

THE COURT: I understand. 

MS. BARTLEY: The April 7th note from Madison 

Financial to Mr. Ward is now going to be introduced. Your 
Honor, as Defendant's Exhibit 34. 

THE COURT: And that is the exhibit which the 

witness has just described and had in his hand? 

MS. BARTLEY: That's correct. 

THE COURT: Let it be received into evidence. 

MR. JENNINGS: If the Court please, let the record 

show we object because it has no relevance. 

THE COURT: Objection will be denied for the 

record. Ms. Bartley, did you mark that exhibit? That's my 
problem. I want to make sure our record -- 

MS. BARTLEY: Yes, Your Honor. It's being marked 

right now. 

(Thereupon, Defendant's Exhibit 34 was identified 
for the record and received into evidence.) 

THE COURT: You may publish it to the jury. 

0. (By Ms. Bartley) Mr. ward, I've handed you a document 

that's entitled 'Option to Purchase Real Estate" that's been 
previously marked as Defendant's Exhibit 3. Do you recognize 
this document? 

I do. 


0 , 


Is this an option that Madison Financial Corporation 
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1 *We # the fury, find for Seth Ward on his complaint against 

2 Madison Guaranty Savings ft Loan Association and Madison 

3 Financial Corporation and fix his damages at $391 , 84 5 . 

4 /b/ Jae Wilson /s/ M. A. Limblrd /a/ Mollie Martin /s/ Betty 
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September 24. 1985 


Mr. Jim McDougal, President 
Madison Financial Corporation 
16th and Main 

Little Rock, Arkansas 72201 
Dear Jim: 

This letter is to set forth our agreement concerning the 
property commonly referred to as all the land owned by 
the Industrial Development Company of Little Rock. 

On or about the 13th day of September, 1985, Madison 
Guaranty Savings and Loan Association agreed to acquire 
all of Industrial Development Company of Little Rock’s 
property except the Timex Building. In the agreement, 
Madison has the right to assign its rights to that 
agreement to any entity or individual. As part of our 
agreement, I have agreed to take title to all of the 
assets and property north of 145th Street, the water and 
sewer improvements, and the water and sewage treatment 
ponds south of 145th Street. Madison Guaranty Savings 
and Loan Association will agree to lend me on a non- 
recourse basis the purchase price secured only by a 
mortgage of those parcels and the sewer and waterworks. 

Madison Guaranty will have an option for at least 270 
days to purchase the property from me at any time for 
the amount of the note plus all accrued interest. It is 
the intention of both Madison and myself to attempt to 
^develop all of the property acquired from I.D.C., and 
sell it as quickly as possible. If there is any pur- 
chase of the property or any portion thereof during the 
270 day period, the sale price will be mutually approved 
by me and Madison Financial Corrporation. The proceeds 
of any sale will be applied toward the promissory note, 
less a ten percent commission to be paid to me if the 
property is sold by me, or at Madison's discretion, the 
particular piece of property may be deeded back to 
Madison prior to the execution of the sales transaction. 
If it is sold by anyone else, then the proceeds will go 
to Madison Guaranty, less the commission to the other 
seller, and a four percent commission to me. 

It is also agreed, in addition to the salary I am 
receiving from Madison Guaranty, on all property 

acquired from I.D.C. sold cither by me or by Madison 
Guaranty after the exercise of Madison’s option, or on 
that portion of the property already acquired by Madison 
from I.D.C. , I shall receive a ten percent commission on 
said sale if it is sold by me, and four percent 
commission if it is sold by anyone else. 
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Page -2- 

Mr . Jixn McDougal 
September 24, 1985 


During the term of the option period, all of the net 
revenues of the waterworks and sewer department shall be 
forwarded directly to Madison Guaranty for application 
toward the note. 

I would appreciate your acknowledging and agreeing to 
the terms of this letter agreement. 



SW:ss 


Acknowledged and accepted: 


(I McDougal, President : 
Maaison Financial Corporation 





McDougal, President 
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Seth Ward 
48 River Ridge 

Little Rock, Arkansas 72207 


September 24, 1985 


Mr. James B. McDoucal , President 
Madison Financial Corporation 
lffth and Main Streets . 

Little Rock, Arkansas 72201 

Dear Mr . McDougal ; 

This is to set forth our agreement concerning the property 
commonly referred to as all the land owned by the Industrial 
Development Company of Little Rock and certain improvements 
thereon. 

On or about the 13th day of September, 1985. Madison Guaranty 
Savings and Loan Association agreed to acquire of the Industrie 
Development Company of Little Rock's property except the grounds 
and building commonly referred to as the Timex Building. In the 
agreement Madison has the right to assign its rights to any 
entity- or individual. As part of our agreement, I have agreed to 
take title to all of the assets of the aforementioned property 
that is located immediately north of 145th Street, the water and 
sewer improvements, and the sever treatment ponds, including the 
one located south of 145th Street. Madison Guaranty Savings and 
Loan Association will agree to lend me the purchase price for 
this property secured by a mortgage of those parcels and the 
sewer and water works. Madison Guaranty will pay $35,000.00 to 
me to have an option for at xeast 270 days from the date of 
acquisition to purchase the property from me at any time, in 
whole or in part, for at least the pro rata amount of the note 
plus all accrued interest? except one parcel described as follows : 

Approximately 22 1/2 acres located and referred to 
as the Northeast Quadrant of the Interchange of 
Highway 65 and 145th Street. More specifically 
described in the attached legal description which is 
a part of this agreement. 

It is the intention of both Madison and myself to attempt to 
develop all the property acquired from I.D.C. and sell it as 
quickly as possible. If the property or any portion thereof is 
sold during the 270 day period, the sale price will be mutually 
approved by me and Madison Financial Corporation. The proceeds 
of the sale will be applied toward the promissory note, less a 
104 sales commission to be paid to me. At Madison's discretion, 
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Mr. James G. McDougal 
September 24, 1985 
Page -2- 


any particular piece of property may be deeded back to Madison 
prior to the execution of a sales transaction. 

It is also agreed, in addition to the salary I am receiving 
from Madison Financial Corporation, I will receive 10% sales 
commission on all property sold, regardless who sells it, except 
residential property that will be located south of 145th Street, 
in which case I will receive 4% commission if sold by any other 
person . 

During the term of the option period, all of the net revenues 
of the water works and sewer department shall be forwarded 
directly to Madison Guaranty for application toward the note, 
unless such facilities are sold sooner. Madison Financial 
Corporation will also be responsible for all taxes, special 
assessments, dues, insurance premiums, etc. during the period of 
this option. 

I would appreciate your acknowledging and agreeing to the 
terms of the letter of agreement. 



2V^“k , "'nw7 i » • 



lamers B . McDougal , President 
Madison Financial Corporation 
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Addendum to Agreement Between 
Seth Ward and James B. McDougal 
September 24, 1985 


(Little Rock South Industrial Park, NE Corner 65-167 i 145th) 

LEGAL DESCRIPTION - 

Part of Tracts 27 & 23, Holman Acres, Pulaski County, Arkansas, 
more particularly described as: Starting at the intersection of 

the north right-of-way line East 145th Street and the west right- 
of-way line of Dineen Drive, said point also being the Southeast 
corner of the Birch-Brooks, Inc. property; thence N 0 deg. 21 
min. E along the west right-of-way of Dineen Drive 373.12 ft. to 
the Northeast corner of said Birch-Brooks, Inc. property and the 
point of beginning; thence N 89 deg. 50 min. 30 sec. W, along the 
north line of said Birch-Brooks, Inc. property 303.50 ft. to the 
Northwest corner thereof, thence S 0 deg. 05 min. 30 sec. W along 
the west line of said Birch-Brooks, Inc. property 255.25 ft. to a 
point on the north right-of-way line of U. S. Highway No. 65-167; 
thence N 23 deg. 33 min. 10 sec. W, along said north right-of-way 
line, 111.57 ft. to a point; thence N 89 deg. 39 min. 40 sec. W 
and continuing along said north right*-of-way line, 650.87 ft. to 
a point; thence N 54 deg. 01 min. 20 sec. W and continuing along 
sard north right-of-way line 111.29 ft. to a point on the east 
right-of-way line of said U. S. Highway No. 65-167; thence N 2 
deg. 29 min. 43 sec. W along said east right-of-way line, 835.63 
ft. to. a point; thence S 89 deg. 55 min. E along the south 
property line of the Seimens-Allis , Inc. property and said south 
line extended Westerly, 1191.02 ft. to a point on the west right- 
of-way line of Dineen Drive; thence S 0 Deg. 21 min. W along said 
west right-of-way line 310.35 ft. to a point; thence Southwesterly 
and continuing along said west right-of-way line, being the arc 
of a 715.66 ft. radius curve to the right, having a chord bearing 

and distance of S 8 deg. 21 min. W, 199.20 ft. to a point; thence 

S 16 deg. 21 min. W and continuing along said vest right-of-way 
lino, *20.0 ft. to a point; thence Southwesterly and continuing 
along said west right-of-way line, being the arc of a 715.79 ft. 
radius curve to the left having a chord bearing and distance of S 

8 deg. 21 min. W, 199.23 ft. to a point; thence S 0 deg. 21 min. 

W and continuing along said west right-of-way line, 25.88 ft. to 
the point of beginning, containing 22.5649 acres more or less. 
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OPTION TO PURCHASE REAL ESTATE 


This option granted this 1st day of May, 1986, by SCTI1 WARD and 
YVONNE ANNA WARD, his wife (collectively ‘'Grantor"), to MADISON 
FINANCIAL CORPORATION ( "Opt ionee n ) , 


W-I-I-N-E-S-S-E-T-H: 

1. GRANT OF OPTION . In consideration of Optionee’s payment to 
the Grantor of One Thousand Dollars (SI ,000.00), and other good and 
valuable consideration, the receipt and adequacy of which is hereby 
acknowledged , Grantor hereby grants to Optionee an exclusive and 
irrevocable Option to purchase the following described property 
together with all buildings and improvements thereon, situated in 
the City of Little Rock, Pualski County, Arkansas , to-vit: 

Part of Tracts 27 L 23, Holman Acres, Pulaski County, 

Arkansas . 


1 
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2. PURCHASE PRICE. The purchase price for che property 
hereinabove described, together with all improvements theron, shall 
be Four Hundred Thousand Dollars (5400,000.00). 

3. EXPIRATION DATE. This Option shall expire at 6:00 
o'clock, P.M., Central Time, on August 1, 1986. 

4. FAILURE TO EXERCISE OPTION. If Optionee does not exercise 
this Option as herein provided, all suras paid by him hereunder shall 
be retained by the Grantor free of all claims of Optionee, and 
neither party shall have any further rights of claims against the 
other . 


5. EXERCISE OF OPTION. This option shall be exercised 
by Optionee’s delivering to the Crantor written notice of such 
-exercise on or before the expiration date, or any extension thereof, 
or by Optionee’s mailing such written notice of exercise by 
certified mail to Grantor at least two (2) days before the 
expiration date, or any extension therof; and such notice, if so 
mailed, shall be deemed valid and effective whether or not it 
actually is delivered to Grantor prior to the expiration date, or 
any extension thereof. 
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6. CLOSING REQUIREMENTS . In the event of Optionee's 
exercis* of this Option: 

a. Closing will occur within 30 days after the 
exercise of this Option, which date may be extended by 
mutual agreement; 

b. The Grantor shall deliver at closing to Optionee, 
or his nominee, a general warranty deed conveying good and 
marketable title in fee simple to the aforesaid premises, 
free and clear of all liens, encumbrances and tenancies, 
except those for streets and utilities and tenancies which 
may be disclosed by Grantor to Optionee prior to the 
granting of this Option; 

c. Taxes and assessments, if any, due on or before 
the closing date shall be paid by Grantor. Taxes and 
assessments, if any, for 1986 shall be prorated as of the 
closing date; 

d. Grantor, at Grantor’s sole expense, shall furnish 
Optionee, within 30 days after exercise of the Option, a 
complete abstract certified to a current date, or at 
Grantor's option, a commitment for an owner's title 
insurance policy convertible at closing to an owner's policy 
issued on ALTA Form B, 1970. reflecting merchantable title 
satisfactory to Optionee's attorney. In the event an 
abstract is furnished and an examination of title to said 
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property shall disclose that the same is not good and 
marketable, and if the cause of such unmarketability shall 
not be removed by Grantor prior to the date fixed for closing, 
then Grantor may exercise his option to furnish Optionee a 
policy of title insurance satisfactory to Optionee. If 
marketable title cannot be conveyed at closing, any monies paid 
by Optionee on account of the purchase price of said property, 
including any sums paid as consideration for the granting of 
this Option, shall be refunded to Optionee; 

e. The risk of loss, damage, condemnation, or 
destruction of the premises or improvements thereon by *f i re , 
or otherwise, until closing shall be on Grantor; 

f. Revenue stamps to be placed on the Deed shall be 
at the expense of Grantor. 

7. PAYMENT OF PiraCHASE PRICE . At closing. Optionee will 
pay Grantor in cash an amount equal to the purchase price set 
out in accordance with Paragraph 2 hereof. 

8. NOTICES. Any notices required hereunder shall be 
effective if given to the parties hereto at the following 
addresses, or such other address as either party may 
subsequently designate in writing: 

OPTIONEE: Madison Financial Corporation 

1308 South Main 
Little Rock, Arkansas 72201 

GRANTOR: Seth Ward 

16th & Mam 

Little Rock, Arkansas 72201 
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ASSIGNMENT . This Option, before or after ii n 


may be assigned by Optionee without 
Grantor . 


' f r; i r.c . 

the prior written consent of 


GRANTOR: 




Seth Ward 


OPTIONEE: 

MADISON FINANCIAL CORPORATION 
t/ 
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acknowi.kucmknt 


STATE OF ARKANSAS ) 

) SS . 

COUNTY OF PULASKI ) 


On this day before me, the undersigned officer, personally 
appeared SETH WARD and YVONNE ANNA WARD, his wife, known to me 
to be the persons whose names are subscribed to the foregoing 
Option to Purchase Real Estate, and acknowledged that the/ had 
executed the same for the purposes therein contained. 

WITNESS my hand and official seal this *Kh day of 
Hav , 1986. 


■STATE OF ARKANSAS ) 

)ss. 

COUNTY OF PULASKI ) 

On this day before me. the undersigned officer, personally 
appeared John Latham .S ptp* 3 rv Hx-ficm Firv»rri;>l known to me to be the 

person whose name is subscribed to the foregoing Option to 
Purchase Real Estate, and acknowledged that he had executed the 
same for the purposes therein contained. 

WITNESS my hand and official seal this SUi day of 
May , 1986. 


My Commission Expires: 
August 26, 1993 



ACKNOWLEDGMENT 




Alcjs: 26, 1993 
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A. This is also a letter to Mr. James B. McDougal signed by 

Seth Ward. 

Q. Before this lawsuit began, had you ever seen Plaintiff's 

Exhibit A before? 

A. No, I had not. 

Q. Would you look at the next exhibit that I've placed in 

front of you, what's been introduced as Plaintiff's Exhibit 5. 

I believe that's a copy of the letter that you said you typed 
for Mr. Ward? 

A. That's correct. 

C. In addition, the word "void" and some initials appear on 

it? 

A. Yes, ma'am. 

C. Had you ever seen this document with "void" written on 

it before Mr. Ward brought this lawsuit? 

A. No, I had not. 

0- Now, your present position with Madison Guaranty is 

legal officer? 

A. Yes , ma'am. 

0. And what type of work does a legal officer do? 

A. Legal matters come to me,- and I in turn refer them to 

various law firms and attorneys for litigation. And I'm 
responsible for gathering in investigation of these matters and 
referring the documentation to the attorney. 

0. Are you familiar with the files of Madison Guaranty and 
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Madison Financial Corporation through thia position? 

A. Yes, I am. 

0. Have you looked through the Madison Guaranty and Madison 

Financial Corporation files at my request to see if either the 
letter. Plaintiff's Exhibit 5, marked void, or the letter that 
you did not prepare. Plaintiff's Exhibit 4, appears in those 
files? 

A. I did not find a copy of either, no. 

0. I would like to go now to early 1986, January, February, 

in there. Were the Federal Home Loan Bank examiners scheduled 
to arrive at Madison Guaranty in February of 1986? 

A. Yes. We had indications that they were preparing for an 

examination at that time, yes, 

G. Did Mr. McDougal do anything to get ready for the 

arrival of the examiners? 

A. Yes. There was considerable preparation to get prepared 

for the examination. 

0. Did he change locations as a result of the examination 

that was coming up? 

A . Yes , he did. 

0. Where did he go? 

A. He vacated the offices at the savings and loan building 

and moved to a sales office at the Castle Grande Estates. 

There was a sales office for the financial corporation that was 
established there, and he moved his office there. 
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didn't know how to run the bank and I had, from late 1984 
on, I was not an officer or a director at the bank. I was 
only doing the land development and they ran the savings 
and loam. 

Q. There was testimony -- well, strike that, Mr. Jahn 
doesn’t want the testimony. Did you move your office from 
the physical plant at 16th and Main Street to the sales 
office at Castle Sewer and Water in the early part of 
1986? 

A. Yes, sir. 

Q. Were you fleeing the examiners? 

A. No. The examiners weren't there when I moved, but I 
knew they were coming, and I knew they wanted a large 
room, as they always do, to meet in. Actually, my office 
was the board room at the bank, and there was a big table 
and big chairs and lots of room to accommodate the eight 
or ten people they had with them. For years I had been 
spending 95 percent of my time in the field building roads 
and doing what we had to do to develop. And remember, we 
had two huge developments . We had a thousand acres at 
Maple Creek right down the road and we had Castle Grande 
of about a thousand acres. So from a practical standpoint 
I was there all the time anyway. 

Q. Did you meet --at any time the examiners requested 
you to meet with them, did you do so? 
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ANNOUNCER: January 30th, 1996. 

TED KOPPEL: [voice-over] The accusation? Obstruction of justice, knowingly 
withholding subpoenaed documents. The location? A book room on the third floor 
of the White House, a room in the First Family's private quarters. One clue? A 
White House log handed over today with the names of all the people who might 
have had access, from Mrs. Clinton's chi*»f of staff to Chelsea Clinton's 
friends, to dignitaries visiting the President. Tonight, the mystery of the lost 
and found records. 

ANNOUNCER: This is ABC News Nightline. Reporting from Washington, Ted Koppel. 

TED KOPPEL: Almost exactly two years ago, a subpoena was issued for some billing 
records from the Rose Law Firm in Little Rock, Arkansas. These are records that 
go back about 10 years or so and that would, it was believed, shed some light on 
how much work attorney Hillary Clinton did on a particular real estate deal, and 
for whom she did that work. For the better part of these last two years, those 
records could not be found. Then, seemingly out of nowhere, they turned up 
earlier this month in the office of a woman named Carolyn Huber. What turned 
that into a major story is that Ms. Huber works at the White House, and that she 
says she found the billing records in the private quarters of the First Family, 
found them, in fact, last August, right outside Mrs. .Clinton's private office, 
didn't know what they were, packed them up, didn't realize what they were until 
a couple of weeks ago, when she was tidying up her own office. 

If someone has been deliberately concealing those records, that would be a 
federal crime. The White House says that a surprisingly large number of people 
actually had access to the Clintons' private quarters last August. We'll tell 
you more about that later, but we want to use most of our time this evening to 
put this latest development into context. We begin by taking something both the 
President and the First Lady have said recently. 

Pres. BILL CLINTON: I just would like to ask the American people to take a deep 
breath, relax, and listen to the First Lady's answers, because we've been 
through this for over four years now, and every time a set of questions comes 
up, we answer the questions, and we go on, the American people are satisfied, 
and they will be again. 
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HILLARY CLINTON: ['20/20,' January 20, 1996] We've had questions raised for the 

last four years, and eventually they're answered, and they go away, and more 
questions come up. 

CHRIS BURY, ABC News: [voice-over] The President and Mrs. Clinton complain that 

the questions keep changing, but the controversies over Whitewater and the 
travel office have stayed alive, in large part, because the answers keep 
changing, too. On Whitewater: 

[April 1994] 

1st REPORTER: Can you tell us what you know about stories about shredding of 
Whitewater documents down in Arkansas- 

H ILLARY CLINTON: Nothing. 

1st REPORTER: -particularly at the gubernatorial mansion? 

HILLARY CLINTON: Oh, that didn't happen, and I know nothing about any other such 
stories . 

2nd REPORTER: [crosstalk] know nothing about documents relating to Whitewater 

ever shredded anywhere that you know about, or authorized- or being authorized? 

HILLARY CLINTON: Absolutely not. 

CHRIS BURY: [voice-over] But this month, in a sworn statement to the Resolution 

Trust Corporation, Hillary Clinton said, quote, 'It appears I cooperated with 
this effort ' to dispose of such files. 

On releasing documents: 

HILLARY CLINTON: [January 15, 1996, 'The Diane Rehm Show, WAMU Radio] We 

actually did that with The New York Times. We took every document we had, which 
again, I have to say, were not many. We laid them all out. 

CHRIS BURY: [voice-over] On January 15th, Mrs. Clinton told a radio interviewer 

all documents had been released. Five days later, the White House issued a 
statement to The New York Times saying that wasn't quite true. 

On Castle Grande, Hillary Clinton's legal work for a land deal regulators 
describe as fraudulent: in May 1995 she told the Resolution Trust Corporation, 
quote, 'I don't believe I knew anything about any of these real estate parcels 
and projects.' But after billing records showed Hillary Clinton had at least 14 
conversations with Seth Ward, the major player in the deal, Mrs. Clinton told 
Barbara Walters she knew the project by another name. 

HILLARY CLINTON: ['20/20'] And so when I was asked about it last year, I didn't 

recognize it, I didn't remember it. The billing records show I did not do work 
for Castle Grande. I did work for something called IDC, which was not related to 
Castle Grande. 

CHRIS BURY: [voice-over] That is not how Susan McDougal, the Clintons' former 

business partner, remembers it. 
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SUSAN McDOUGAL: It was always the same thing. As far as I know, IDC and- and- 
and Castle Grande were one and the same. 

CHRIS BURY: [voice-over] Later, in another sworn statement, Mrs. Clinton said, 
quote, 'It is possible that I did once know something more that would be 
responsive to these interrogatories, but if I did, I do not recall it now.' 

On the travel office: in March 1994, when the General Accounting Office 
investigated the firings of the White House travel staff, Hillary Clinton's 
attorney said, quote, 'She had no role in the decision to terminate the 
employees.' But numerous memos from various White House aides document the First 
Lady's wishes. 

We need 'those people out...' we need '...our people in.' 

The First Lady was concerned and desired action. The action desired was the 
'firing of the travel office staff.' 

'Hillary wants these people fired.' 

In her first interviews after those memos were released, Mrs. Clinton was 
adamant . 

HILLARY CLINTON: ['20/20'] But I did not make the decisions, I did not direct 

anyone to make the decisions. But I have absolutely no doubt that I did express 
concern, because I was concerned about any kind of financial mismanagement. 

CHRIS BURY: [voice-over] But by the next week, Mrs. Clinton had all but conceded 

her concern amounted to an order. 

HILLARY CLINTON: ['The Diane Rehm Show'] Before I came to the White House, I 

dealt with people in a very direct way. If something was on my mind, I said it. 
That is an entirely different environment, and the mere expression of concern 
could be, I guess, taken to mean something more than it was meant. 

CHRIS BURY: The First Lady has conceded her answers have often been too 
lawyerly, but Mrs. Clinton has not acknowledged how her own instinct for 
evasiveness may have contributed to a pattern of stonev/alling and possible 
perjury among her loyal allies at the White House. 

TED KOPPEL: When we come back, Hillary Clinton's billing records, Vince Foster 
and the suicide. Chris Bury continues his report in a moment. 

[Commercial break] 

CHRIS BURY: [voice-over] The suicide of Vince Foster, White House lawyer, 

long-time Clinton friend, Rose Law Firm partner, is a pivotal event. The travel 
office and Whitewater paths intersect in his office, in his files, on his mind. 

A note written the week before he died has a confessional quality. 'I made 
mistakes from ignorance, inexperience and overwork. I did not knowingly violate 
any law or standard of conduct . ' 

Another entry in a personal notebook says, 'Defend Hillary Clinton role, 
whatever is, was in fact, or might have been misperceived to be.' 


1591 


Nightline (ABC) , January 30, 1996 

We don't know exactly what that means, but we do know Foster served as Hillary 
Clinton's confidante and protector, going back to the 1992 presidential 
campaign. 

In March of '92, a potentially damaging story breaks about Hillary Clinton's 
legal work for a failing savings and loan. 

HILLARY CLINTON: My firm had done work for the bank, that's right, and I have 
done work for the bank not related to the state at all, all right? 

CHRIS BURY: [voice-over] Mrs. Clinton is able to answer such questions because 

Vince Foster has obtained the firm's billing records. Rick Massey is the Rose 
lawyer who helped Foster gather documents. 

RICK MASSEY, Rose Law Firm Attorney: [January 11, 1996] He asked me why it was 

taking so long for me to get the- get the files, and I told him I was copying 
them. 

WHITEWATER COMMITTEE MEMBER: And what was his attitude? 

RICK MASSEY: He was impatient. 

WHITEWATER COMMITTEE MEMBER: He was impatient? 

RICK MASSEY: He was- he was- he was seemingly impatient. He wanted the- he 
wanted the records. 

CHRIS BURY: [voice-over] We know, from the dates stamped on them, that the 

billing records were printed out February 12, 1992. They are covered with 
Foster’s handwriting in red ink. Most are bookkeeping notations. Hillary 
Clinton's work is circled. The messages are cryptic, such as ' HRC- this suggests 
1st matter.' We also know that Webb Hubbell, the former associate attorney 
general and Rose partner imprisoned for cheating his clients, talked about the 
billing records February 24th with Susan Thomases, another Hillary Clinton 
friend and campaign adviser. 

WHITEWATER COMMITTEE MEMBER [?] : Now, do you know whatever happened to the time 
records that Mr. Hubbell was relying upon when he spoke to you in February of 
' 92? 


SUSAN THOMASES: [December 18, 1995] I never saw them. I never got any precise 

information from them, and- 

WHITEWATER COMMITTEE MEMBER: Did you ever hear what happened to them? 

SUSAN THOMASES: I never heard what happened to them. 

CHRIS BURY: Whatever happened to those records is a mystery investigators have 
been trying to unravel for more than two years. They were not among the 
documents Hubbell took to Washington and later turned over to investigators. The 
only other person known to have the billing records is Vince Foster, and that 
gives rise to a -Republican theory that Foster had custody of the records until 
his suicide. 

Sen. ALFONSE D' AMATO, (R) , Whitewater Committee Chairman: How did they find 
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their way to the First Family's residence? Who brought- brought the Rose billing 
records to the residence of the White House? These records may have been taken 
from Vince Foster's office, because we do know that Vince Foster's handwriting 
is all over them. 

CHRIS BURY: (voice-over] Senator D' Amato has asked the independent counsel to 

take another look at the harried actions of Hillary Clinton's aides following 
Foster's suicide, including Margaret Williams, Hillary Clinton's chief of staff. 

[July 1995] 

Sen. JOHN KERRY, (D) , Massachusetts: Did you carry out folders from Vince 
Foster's office on the night of the 20th? 

MARGARET WILLIAMS: No, I did not. 

Sen. JOHN KERRY: Did you carry out something like folders on the night of the 
20th from Vince Foster's office? 

MARGARET WILLIAMS: No. I do not recall carrying out folders. 

Sen. JOHN KERRY: Did you carry out three to five inches of files from Vince 
Foster's office on the night of the 20th? 

MARGARET WILLIAMS: No, I did not. 

CHRIS BURY: [voice-over] Williams was disputing testimony from a Secret Service 
guard whose claim that she took files from Foster's office may now be seen in a 
different light. 

HENRY O'NEIL, U.S. Secret Service: [July 1995] She was carrying what I would 
describe in her arms and hands as folders. She had them down in front of her as 
she walked, down to her- in the direction of where I was standing. 

CHRIS BURY: [voice-over] The Senate Whitewater panel remains curious about the 
flurry of phone calls soon after Foster's death among Hillary Clinton, Margaret 
Williams, Susan Thomases and Bernard Nussbaum, the White House counsel. Hillary 
Clinton, in her interview with Barbara Walters, denies issuing any orders to 
interfere . 

HILLARY CLINTON: ['20/20'} There were no documents taken out of Vince Foster's 

office on the night he died, and I did not direct anyone to interfere in any 
investigation. I know very well what we were talking about. We were grieving, we 
were supporting each other. 

CHRIS BURY: [voice-over] But last summer, the Senate Whitewater committee was 
told by Bernard Nussbaum' s assistant that Hillary Clinton made her concern clear 
in conversations with Nussbaum and Susan Thomases. 

STEPHEN NEUWIRTH, Associate Counsel to the President: [August 1995] My 
understanding was that Mr. Nussbaum felt that Ms. Thomases and the First Lady 
may have been concerned about anyone having unfettered access to Mr. Foster's 
office. 

CHRIS BURY: [voice-over] Under oath, loyal insiders, including Margaret 
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Williams and Susan Thomases, could not or would not recall their conversations 
or meetings with Mrs. Clinton. 

MARGARET WILLIAMS: For me, it was a part of my job, and I do not remember every 
single time I have seen her. 

SUSAN THOMASES: I don't really remember seeing the First Lady that day. 

CHRIS BURY: (voice-over] The Senate Whitewater committee is now considering a 

recommendation of perjury to the independent counsel. 

[interviewing) Can not remembering be construed as perjury? 

JONATHAN TURLEY, George Washington Law School: Most certainly. 

CHRIS BURY: (voice-over] Jonathan Turley is a law professor at George Washington 

University. 

JONATHAN TURLEY: This was not another day at the White House. Somebody had just 
died. There was a whole investigation going forward. Some of these conversations 
were with the First Lady. And so a jury's going to look at that and say, 'You 
know what? I think, if my best friend just shot himself and I got a call from 
the First Lady, I think that would stick in my mind.' 

CHRIS BURY: [voice-over] The problem is not just a potential for perjury on the 

part of Hillary Clinton's aides. The mystery of the missing billing records 
raises the ante. Now the Clintons must worry, too, about a criminal 
investigation into whether someone inside the White House obstructed justice. 

TED KOPPEL: When we come back, the list of names turned over by the White House, 
a list of people who had access to the private quarters of the White House, in a 
moment . 

[Commercial break] 

CHRIS BURY: [voice-over] In an unprecedented spectacle, the First Lady testifies 

before a federal grand jury about the mysterious appearance of her billing 
records for the Rose Law Firm. 

HILLARY CLINTON: I, like everyone else, would like to know the answer about how 
those documents showed up, after all these years. 

CHRIS BURY: [voice-over] The Senate Whitewater hearings revealed those documents 

were held, and perhaps hidden, by someone with access to the White House living 
quarters . 

MICHAEL CHERTOFF, Whitewater Republican Counsel: Someone had taken those 
documents from wherever they had been kept earlier, and had deliberately put 
them on that pile of books? 

CAROLYN HUBER, Special Assistant to the President: Someone had. 

MICHAEL CHERTOFF: They didn't get there by themselves. 


CAROLYN HUBER: No. 
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CHRIS BURY: [voice-over] That raises the real possibility of a federal crime, 
obstruction of justice, inside the White House, according to former prosecutors 
and legal experts. 

JONATHAN TURLEY: There is a serious question of obstruction here. In a 
conventional case, a U.S. attorney would very likely pursue these types of 
allegations. All they have to show is that there was a conscious effort to 
withhold information or to conceal it. You can make that case out by 
circumstantial evidence. This is not one of those cases where you need a smoking 
gun. 

CHRIS BURY: The questions now before a grand jury are serious for two reasons. 
Hillary Clinton's billing records had been among documents under subpoena since 
February 1994, so whoever had them was breaking the law by keeping them from the 
independent counsel . And the documents were discovered in a part of the White 
House normally off-limits to all but the First Family, invited guests and 
personal staff. 

[voice-over] The book room where the billing records were found is in the 
third-floor living quarters of the White House, adjacent to a maid's linen room, 
an exercise room, and Hillary Clinton's private study. In the room are two 
filing cabinets and a table where the folded 116 -page document, five or six 
inches thick, was found last August just as the Senate Whitewater hearings were 
getting underway. It was discovered by Carolyn Huber, the Clintons' director of 
personal correspondence and a former office manager at the Rose Law Firm. 

CAROLYN HUBER: And over on the edge of the corner was these documents, and I saw 
'em, I just- they were folded, I didn't open 'em, I just picked them up -and 
plumped them down into the box. 

CHRIS BURY: [voice-over] But why? And under whose directions? Huber said it was 

part of her job to catalog items left in the room. 

CAROLYN HUBER: I just picked them up and plumped them down in that box that was 
already there with the knick-knacks on it . 

MICHAEL CHERTOFF: Why did you do that? 

CAROLYN HUBER: 'Cause I thought it was something I was supposed to file. 

MICHAEL CHERTOFF: You thought it had been left there for you? 

CAROLYN HUBER: Yes, I thought it had been left there for me to take down to put 

in the file- you know, to file in the filing that I do. 

CHRIS BURY: [voice-over] Republicans on the Whitewater committee and the 
independent counsel are anxious to know how the documents got to the White House 
living quarters and, of course, who put them there. 

Sen. LAUCH FAIRCLOTH, (R) , North Carolina: Now, she did not find these billing 
records on the turnstile at the Metro. She found them in the most secure room in 

the entire world, the third floor of the White House. 

SUE SCHMIDT, 'The Washington Post': Very few people had access to this room. 
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•The Clintons, their overnight guests, their servants, the butler, the ushers 
Thi universe of people that could have had their hands on these documents is- is 
limited, if you credit her testimony. And also, that room, the book room, as 
it's called, is next door to Mrs. Clinton's office in the residence, and there 
a file cabinet in the book room that contains the Clintons' personal financial 
records . 

MARK FABIANI [sp?] : It's certainly not Grand Central Station. On the other hand- 

CHRIS BURY: [voice-over] But Mark Fabiani, a White House lawyer, says the 

residence doe6 get plenty of traffic. 

MARK FABIANI: It is a good number of people who go through there on any kind- 
anTnumber of kinds of business. For example, people who are overnight guests of 
the First Family, people who are doing work in the area, people 
maintaining the area, staff members who come into the area for meetings. 

CHRIS BURY: [voice-over] But he won't give names, or even numbers. 

[interviewing] Is it possible to just say, roughly, how many people had access 
to this area? 

MARK FABIANI: It is not just a few people. It's more than a few people. I think- 
CHRIS BURY: Ten, 15? 

mark FABIANI- Aqain, I don't want to get into a game where we start to 
promulgate^theories that are not bornl out by the facts. We want to be very 
careful to tell people what we do know, and to tell people what we don t know. 

CHRIS BURY: Nightline has learned that a preliminary check of the Secret Service 
and White House usher logs has turned up as many as 100 names of peopl e fitted 
to the White House residence in a 20 -day period last *“ 3 ^. t^at list 
visiting dignitaries and insiders, including Hillary Clinton s top ' 

perhaps the very name of the person who can solve Washington s biggest mystery. 

Ted? 

TED KOPPEL: When they talk about all the people who have had , access to the 
private quarters, are- are we to believe that they actually have access to the 
particular area we're talking about, right outside Mrs. Clinton s private 
office? 

CHRIS BURY: Well, the White House says that access to the book room is not 
individually noted, but we know that that's an extraordinarily select 
mean, one former White House official told us, 'You need a pass from God 
order to be up there.' 

TED KOPPEL: So, when they're talking about this list close to l?° upstairs 
we're talking about some of the downstairs private quarters, not the upstairs 
private quarters. 

CHRIS BURY: We're talking about the entire White House residence, which includes 
much of the second and third floor, and the part on the lower level where 
foreign dignitaries and other visitors come in. 
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TED KOPPEL: I also have trouble envisioning one other aspect of this, Chris, and 
that is that a construction worker, for example, even if he or she were up there 
working in that area, would not be noticed by a Secret Service agent if he or 
she suddenly came walking around with a handful of documents. 

CHRIS BURY: Absolutely. I mean, it's hard to believe that 116 pages of documents 
five or six inches thick is going to fall out of a construction worker's pocket 
up there. And I think it's interesting to note whom Kenneth Starr, the 
independent counsel, has called in to investigate these records. He's called in 
the head usher, who might know. He's called in Mrs. Clinton's personal attorney. 
He's called in the White House lawyer in charge of producing these documents. So 
those indications are that Kenneth Starr is already narrowing the search, and I 
doubt if he's going to be calling many of the visiting dignitaries who showed up 
at the White House in August. 

TED KOPPEL: We should make the point, I guess, Chris, that- that there is no 
suggestion at this point that Mrs. Clinton herself is facing any criminal 
investigation. 

CHRIS BURY: Absolutely. She was called before the grand jury for about three and 
a half hours. She has not been notified that she's the target. But we do know 
that she testified during that time primarily about what happened to these 
mysterious, you know, missing and reappearing records. 

TED KOPPEL: And when all is said and done now, we're not really talking about 
Whitewater anymore, we're not really talking about Travelgate anymore, now it's 
something that has happened within a very discrete period of time, within the 
past two years . 

CHRIS BURY: This is a tangible thing that- that people can get. This is about a 
coverup inside the White House in one select room populated by the First Family, 
their immediate staffs, perhaps some close friends. It's a very select circle. 

TED KOPPEL: Chris Bury, thank you. 

I'll be back in a moment. 

[Commercial break] 

TED KOPPEL: And finally, a program note. Tomorrow, on Good Morning America, 
rumors, questions, and concerns for a computer giant. What's next for Apple 
Computers? Tomorrow on Good Morning America. 

That's our report for tonight. I'm Ted Koppel in Washington. For all of us here 
at ABC News, good night. 
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stated /that he ha s^eiTcLARENCE TfRAttAH^uae cocaine approximately 
five time s and/Cffat STRAHAN has had the responsibility 
of holding hj* (LASATER ’a) cocaine on numerous occasions. 

He stated tKat CLARENCE STRAHAN has bought cociine fbr 
him /approximately three or four times but that the money 
used for/the purchase always came from himself. 
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Mr. LASATER admitted doing cocaine with dEORCOE 
HALL arid HERBIE DOUGLAS in the past, with one of the occasions 
occurring at the KING ARTHUR'S CLUB on Markham in 1982 . 
or. early 1983. He did not recall to whom the cocaine belonged 
at the time. 


He is familiar with LARRY KELLY, but he has never 
done cocaine with KELLY, and he has never given KELLY any 
cocaine. / 

v He is unfamiliar with an individual by/the name 
of BUD CUY. Mr. LASATER advised chat he has sported cocaine 
with DON BUZANOWSKI, who worked in the Fort Lauderdale, 
Florida\ off ice . He snorted cocaine wit^-hlm on one or 
two occasions and has given him cocalt wrln bump amounts . 

He'is only slightly familiar with OMAR BUTTAR1 
as B UTTAR I worked in the Fort Lauderdale, Florida, office. 

He had no drug dealings with BUTTARI. 

He is familiar with TOM CARTER, with whom he 
has snorted cocaine on several occasions in which the cocaine 
would be both his and TOM CARTER'S at the time. 


Mr. LASATER related that he has given PAULA COLLINS 
cocaine ranging from fifteen (15) to twenty-five (25) times 
in small amounts. He denied ever ordering CHUCK BERRY 
to give PAULA COLLINS cocaine but was aware that BERRY 
had given her cocaine in the past. He knows PAULA COLLINS 
as bein g the former wife of DAVID COLLINS. ^ 


Regarding ROGER CLlNi’ON, Mr. LASATER advised 
he met CLINTON through MITCHELL WOOD sometime around \1981 
or 1982 during the time CLINTON played in a band in th e 
Hot: Sp rings aiem — CLINTON'UAs employed oy him at one time 
in which Governor BILL CLINTON requested LASATER to hire 
him./ ROCER CLINTON was employed as a stable hand at his 
Ocala, Florida, horse farm. Mr. LASATER stated he has 
done: cocaine with ROCER CLINTON, and they have shored their 
personal supplies of cocaine as each of them always had 


it with them. 
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^distribute cocaine charges. 


; By JERRY MITCHELL 

8-Rsuirmuti.. :• 

Roger Clinton, 20, the brother 
Of, Gov. BJti Clinton, testified 
i Monday In U.S. District Court 
j thit “my life and my family’s 
' life was In considerable jeop- 
ardy” due to his cocaine debts. 

Roger Clinton totd h la best 
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•i .sentlng Anderson! CliblJrt 1 Sald^ 
x \ ' he died cOiilne In the pick of a 
VllhlOUilntt Deo. I3‘ : sRet he had’ 
. t alraady pleaded gulltmf>.cd-' f 
fealne charges - Somethldg he 
, said when sentenced JanJ20." 

When asked by Olardy phy he,, 
t fdld not tell the truth about k co- 
| . fciletd transaction Vhlch> Clin- 
~tdtt tbld the grand jury IdvcJved 
'VAhdbrson and took pladk June 
’.37,1&04, he replied that he Was j 
In a ’’stale of shock.” .• • \ J i 
, The government 'drdpriC^ the 
I charge of distributing <*ocalhc J 


friend. Dan Lasater, a Florida 
{businessman and racehorse 
owner, abdut his drug debts, 
nd Lasater loaned him $3,000, 
.tlhton testified during the trial 
f 9am Anderson Jr., 28, of Hot 
prVrija, a local attorney 
hafgeft~~w lth coc ain e dlstilbu ~ 
Ion. U.S. District Judge Oren 
arris Is presiding. 
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Clinton Jiao pleaded guilty to 
on^ countxoC, distributing coy. 
Cllntbh said at first he tried to ciJrtj/ * ’<! ' •V : fc-H-'-rN 

protect Anderson when Inveetl- 1 He received aiwo-year prison 
;ators told him he would be if- IbHtihCdi iftd iRbdflgVleY* 
ested during the siimmaf nf tTff IVfd thh># »e tt l 

Cltnton also received a lhrae- > 
'year suspended sentence. * : 

Cllntorl said Monday he was 
slipping Into debt with Rodri- 
guez and "this was causing fric- 
tion.” 

Clinton then arranged to buy 
10 to IS oUnce# of cocaine for 
him and Anderaon from ItoHrl- 


1084 

UA Attorney Asa Hutchinson 
isked Clinton why he la testify* 

J Dgnow. 

MMy life was ollpplng away 
“rem me, ...” he replied. "I 
bought I had a friend In Sam 

Clinton then broke Into tears: 

’*! want to be honest W I Ih ' guez, with ihe majority of the oo- 
myself. This Is a very gond step Mine to go to Anderson, Cllntbn 
In that dlrertlnn .... It’s a step to »eld. 



Clinton 




>i?ur 


1599 

DKSN0176 


-nZZAC | 


43 



Cllntonlsaldkhe bought the 


fcbout today?" Clardy cdtnc on Juno 2I) 18841 Tor iimony ae Irrelevant. - / 

asked. H A*e you still In a Hate of Meyert from Anderson. f Harrla sustained the objed* 

;•* ahock?" • - Clinton laid he took he 4 Joke lion. •• ' ' ‘ \ ,% i 

. "Quite frankly I am/’ Clinton Meyert offer to selHIm ud sell- Myera testified that he bought 

replied. Ing condominium*./^ j cocaine from Cllnlon on Jtlne 20 

•: Cllntoft-aald he told cocaine 1 CUrdy- asked If M?er* had ahd thltCllhton told him the.c<K 
1 ‘to govehltnltnt informant Rod* sdught hie aid for ermatlng the ealne Waa from Anderson.’ 

• ney Meyer* \on three occasion* governor'* help Ih lifting a*:. My or* sa Id he received a $200 

* for threeigram*, with price* be- building ban. ] check for airfare from the gov- 

-Mark Webb, of Ih* U.S. Attor- eminent and a $200 cheek for at; 

--*'1 'office, Objected tolhb tea- tending the trial. "I waa not 

I “ ; pfcld Informant" 

in hi* Opening itaterheht, 
'Hutchinson told the Jurt that 
*"wd will bee What life on It it rest • 
.'triek^ln Hot Springs, Ark., In 
krid 1B84 was like .... Every- 
| .'fait track has Its end and this 
dferie has kn end In Ihli kourl- 

>v fnnrh,_ — ^4-L 

. ’"Clardy if id In his opdnTn^ 
.’iUlement that Anderaoh ha* 
;used cocaine but has been notV 
been charged with that 
'^Clardy ipenl most of nlJtlmi 
attacking the credibility of Clin*-' 
/"tort a* I witness and argued thall 
'Clinton decided to uae Ander-1 
, son as a '’acipegoaL** J 

* ’A nine-woman, three-mart Jurjn 
waa selected by noon Monday, 1 
and one man and one woman 1 
were selected as alternates. The 
trial Is expected to last several 
daya, possibly a week. | 

Clardy filed a motion Monday 
requesting a determination aft 
whose fingerprints weretound 
on a bag of cocaine ex>rd td 
Meyers June 20. The govern*, 
menl said In a motion Fflofy 
that the nngerprlnl* were ool 
Anderson’s. I \ 

Clardy said In court Monday 
h e will c a ll - th e l a b t echnician 1 
who examined the bag to deter- 
mine whose fingerprints they, 
"kre. ; 

Clardy also requested permls-, 
•Ion to play videotaped convert 
aatlons between Clinton, Meyers 
and others and inciuflea numer-, 
but pages of tranacrlpt from 
those conversations In the court 
record. ' 

, ..The trial will resume at 8:30 
f.n. today In federal court 
Rodrigue* may testify for the 
prosecution during today's pro- 
ceedings.. ' 


Arder 

during 


nd his wife, Debbie, leave f he federal building 
1 recess . (Photo by David Vann) 
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mted Slalei of America vs 
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United States District Court io» 

£he_E 4 £t 2 ri a_ D istr ict of A rkao s as 

u-ca-oo — i 58 Cl) 


«a 

JUDGMENT AND PROBATION/COMMITMENT ORDER 


In the presence of the attorney for the |overnment 
the defendant appeared m person on this date — 


MONtH OAJ 1 |AI 

December 18, 1986 


J WITHOUT COUNSEL 


lHj with counsel i__ 


However rhy court ad»t«d del 'rdarsl of right to count*! and asked *h*th** defendant desired to «a»» 
counsel aooomieo b* the coun and (he defendant thereuoon •aiv*d'l»itiancc ol q 

JJL 1 !**" 

mini ol Counseil 


> 


J CUUTY, and the court being satisfied that 
there is a factual basis for the plea 


J NOLO CON TIN DIM. 


HM 0 M 6 I 

JUDGMENT 


t HOT GUILTY. Defendant is discharged 

There being a lindmf^SSBB>f ' 

CUILTT. 

Oetendant has been convicted as charged or the orrenset si of knowingly and 
> to possess and to distribute cocaine, a Schedule 
21 USCj 84 j(a) A 846 . 



intentionally 
II drug tn violstion 


Thf court whether drltndiflt had *o u* -**v uO mould *ot sr c’onouncto 9 *ciust igrtt«i C 4 ui# to !*>e con:ri- 

XZn’r )t appeared to 'h* »ourr r**» our- ac.uOaw •'* Jcrnoant <u*it\ it '**> 4*4 me canv.c:«o j" J .-rj«'*o that The d*'*«ca- 
het eflY TcT rnuuedt-o irmcttodv or me «itom«. -; ? *i>fai ir ■» » <u tr>or-ieo '*0'*'*niaii,* ro» iitiomonmynr i j— • -J V £ 30 ) th i Cl » 

months. 

IT IS FURTHER ORDERED that a $ 50.00 assessment be imposed pursuant 
psoiADog t0 ^ USC - 3013 to- be cpl lect'ed' by thei/U-.S. Attorney, 
atow j Execution of sentence of imprisonment is hereby stavea until nocr . 

I Thursday, January 15 , 1987 , at anion time he shall: report to-, or the 
iireciicn at, the Unitea Jtatas .larsnal at Little Rocit. ‘.r. 
i Oefenaanc will remain on same bona until vhnt date. 

SPECIAL ! 

COHOITTOHS ! 

OF j 

PROBATION I 

I 


■:*iuit.cms 

;f 

-=C9 a:-cu 


3 &led~ 


v r * 

f ■*'c i ram c :mrr"m*n' ro the m-iao 

iomhitment | the defendant be Incarcerated In FCI n £t. ‘ vjrtth, Tx. 

JEN- | to obtain drug rehebili cation Ca^ f <j needs. 

J , ^CARL R. ERECTS, ClSRk 

iic.sio ii ®y* — ’ * 


i ‘.hat --'f *. *'* -• • 

I c»rtil.*<? COOV nf Ibis luCcr-*"’ 

... mr I : *a‘ 


1 1 0 0 0 G 
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l have e*ec-ted the «%ithm Judgment ana Commitment as folio** 


Defendant centered on . 


Defendant noted aooeai on 

De'“"dant '“‘eased on 

Mandate ‘sued r ' n 


nc an 


> aooeat ceterminec 

surrendered 


January 15, 1987 


PILED 

usmN otsTHicr 

FED o 2 1987 

CARL 


Federal Correctional Insci;u:lc 




U 


Fo re Worth, Texas _ 
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OFFICE OF THE GOVERNOR 

MEMORANDA 



^■3 r, 

Date:. 1 • 


Subject: . 


i Aa.app J r;- 
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^u^C_ vv\cct>w) " 

I^ Ws-~r <xbJlcJ<L ! 
'f\\o^~<^ cw-T ~ W 


°1t 


.V 


-^t ~ ' . r 

Uu'Xu.a ^a-cWai^^ 1 ^^ 


i \ 


v_ 



\ 


\ 

-J 


DKSN026466 




1603 


Dan R. Lasater 


January 23, 1985 


The Honorable 
Bill Clinton 
Governor 
State Capitol 

Little Rock, Arkansas 72201 
Dear Governor: 

Since our January 4, 1985 meeting I have been to Angel Fire 
for the Special Winter Olympics. I am sorry to have missed 
your inaugural activities and want to take this opportun.i.y 
to again wish you well in this term. 


s 


Members of my staff have been working with Bill Woodyard 
and others in that firm in an effort to help workout finan- 
cing details to assist to you in your efforts to advance 
economic development in the State. If they nave failed. m 
furnishing the information you need or if you need adci- 
tional information please do not hesitate to call me or na/e 
Maurice call Patsy. 

With the legislature now in town, I know your . schedule is 
full, out i always enjoy the opportunity to Vxoit wita yuu 
and would invite you to come by for lunch or a drimt any 
time. Too, let me offer our offices, our staff or our 
resources to you for the entertainment of any guests from 
the State of Arkansas or outside of the State. 


To confirm our conversation of January it is my under 
standing that you will be appointing Donald M. Spears, an 
attorney in Malvern, to the Arkansas Housing Board ana - 
appointment will endure any change in structure o: the 



312 Louisiana Street 

Little Rock, Arkansas 72201 _ 

(501)376-0060 


DKSN026479 


1604 


Lasater Farm 
11629 S.E. Co. Hwy. 475 
Ocala. Florida 32674 
'pnone 904-245-2495 


-December 14 




(jUjuC A 


1983 .^ 


The Honorable Bill Clinton 
Governor of Arkansas 
State Caoitol Building 
Little Rock, Arkansas 72201 

Dear Bill: 


It was a pleasure to see you yesterday at the Hot Springs "Christmas 
to Share" Program and to visit with you by telephone last night. 



We wanted to follow ud with the details of cur conversation in this 
correspondence. With regard to the dispersal of the securities owned 
ijy Mount Hood Pension Fund, National Investors Life Insurance and 
National Investors Pension Fund, we have been working hand-in-hand 
with their personnel toward an orderly sale of their holdings and, 
i n fact^_we_handl e_d_the^xs_t_ 5 tage.-Qj._the dispersal in N ovember 
when we participated in the liquioation of S30 million of Illinois 
bonds. The Companies have been our clients for quite some time and 
our account reoresentatives are very familiar with the portfolios 
wh i c h is extremely important in the sales process. 

It is our belief that an orderly dispersal of these securities will 
benefit the policy holders and the shareholders of these Companies-, 
.thereby, benefiting Arkansas citizens the most. To data, the di-soersal 
has been handled within the State; therefore, any gains or losses nave 
remained in Arkansas. 


As we discussed, rumor has it that co-managers of First Boston and 
Stephens Inc. will be appointed the first of the year to consumate 
any future transactions in the portfolio. It is estimated, that there 
is approximately SI. 9 billion of debt securities which it is expected 
will be sold, and if First Boston is appointed, it will mean that a 
larger percent age of the proceeds will be leaving Arkansa s. 

Knowing that we have the same dedication to the State of Arkansas, I 
do not believe that you will want this to happen. However, we do 
understand the problems which you face at the Insurance Commission; 
and -ar-e“cogm zant that you may nave”di rncul ty in maintaining tne 
status quo as far as the dispersal is concerned. 

Faced with that reality, we hope that you will be able to take the 
initiative in strongly suggesting that Lasater & Company may be 
included with First 3oston and Stephens Inc. as a third co-manager. 
This would mean that a majority of the business would stay in Arkansas. 


DKSN027455 


Page Two 

The Honorable 3^ T 1 Cl inton 
Oecemoer U, 1982 
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With regard to the 3card of the Arkansas Housing and Development Agency, it is 
our understanding that the chairmanship rotates annually. Based on this under* 
standing, we would like to recommend our mutual friend George Wright„.for the 
chairmanship. ‘'George has exoressed an Interest in the chairmanship and we 
believe that he would take the time and devote the energy necessary to do a 
good job. 



In addition, it is our understanding that there wi l l -fre ^ acanctes in- January 
on the AHQA Board and we would like to strongly reconmend Dale Taylor, an attorney 
with First Commercial Mortgage Company. His background and professional capabilities 
make nim particularly suitedfor service on this Agency Board. 


Ouring the recent- Soeci al Session, legislation passed creating a contnission to 
study the possibility of creating an agency similar to the AHDA to do public 
school financing. We would like to recommend Michael Orake, Vice President of 
■ Public Finance at Lasater a Company to serve on the Commission. Michael was 
bom at Jodsonia, Arkansas and his undergraduate degree is from Harding College. 
{ Michael did his graduate work at Wayne State University in Urban Planning and 
''“Fiscal Affairs and post graduate work at the Harvard-MIT Joint Center for Urban 
Studies. With jus educational background an d his knowledge of Arka jisas and 
fiscal matters, we believe he is perfectly suited for the Commission and that 
he will make a significant contribution. 


Finally, let me again say that the Insurance Comoanies' dispersal of its holdings 
is ve^/ important tt"ilS - and we Sincerely hdoe t.nat there is some way-tc make 
certain that we do net lose our oositicn. 


Again, we_aooreciate your able assistance. 



Dan R. Lasater 


ORL/ls 


cc: Maurice Smith 


DKSN027456 
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Lasaier &Companv 
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The Honored! e 
Bill C 1 : n : 3 r. 

Governor . .. __ 

Scare Cap o 1 
L : : : 1 » i a c * , A 3. 7 1 1 0 1 

Dear Gove mo r : 

Thar, it ;oc very such for the : 3 a o : :j n ; : y 53 s . 1 down a r. c v •. 5 . t 
w.: r. you rsgamng :n« a a r. y issues facing A r « a r. s a 5 m: r « 1 a : 1 v • 

Co areas :r. w r. : c r. 1 a s a c < r i Company car. assist you 1 r. y 0 - r 

efforts :: araac:* a r. c ctv*‘. op Arkansas . 

It. orcer ca saxis.ee our relationship . 1 relieve r n a 

essential cr.a: »< ca<e sose positive steps t : set u 

lines 0 i communication t : cr.a ale ; o c h a u r u r. c e r s : a r. 
co aa .< 2 sir e tea t chose . 1 r. e s are .< e p : open a r. c fur. 

7c aegir. . let ae suggest char law:*: 4 Company ae atv.ss: of 

all f 1 n a r. c 1 r. a arooosa.s effecting c.ne state a: A r < a n s 4 s an: 

suggest tjy.: v. c — 0 — c;r.;>t; — o - e -e 5 o r — t-n — o-o-r — u-. - .u p a .1 y 1 — rrrreoc i r. 5 

orcer is Jae h or tag 1 1 : . hie n a 2 . Drake a r. c Da:, h out . 



Secondly. we .nave ciscussei t.ne apoo intment 
c c : .ve Arkansas Haus ir.g 3 a a r 3 an: I nave c a 
s t a r. c 1 r. g r e g a r c 1 r. 5 c r. e a p a c 1 .n t a e n t 1 r. ay 1 2 
152 :, a. no 1 war.: :: again reaffirm our cr.ce 

seeing hr. Spears i r. can position. 


of D 0 r. r. i 2 Spears 
firaec our 'Jite:- - 
ter 0 : .1 r.ua ry If 

e s t a r.c ce s 1 r e 


Next, let me swgges 
i .n t e r.e s c : a s e r. 3 a 
Aransas Housing an 
preceeCs che regula 
meeting, occurs c r. c 


that we believe 1 : would at 1 n your best 
epresentative of yaur staff to each 
Development study meeting usually 

meeting of che agency. Normally, ::.t s c u c y 
e chirc ‘Jednescay 0: eac.n aonc.n 


Fourth, we would recamraer. d ta you chat competitive proposals ae 
required on t.ne up-coming AHDa FKa/Va financing ca perm: Hu tear, 
to submit a proposal. It is important for us co know tn.it 
because w:e — ha-v« — a-a-de — rjau . ; .m.i n — ro - — T?Td ITS* TVs’* cTmp e"t“ft"i v e 
proposals are accepted, it would leave us, Lasater 4 Camaar. v, 
in an untenable position. 


DKSN02757 
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Governor C 1 i a : a n 
: e o : u a r • if, 1 9 a f 

?*g"« - 


Oan So»u cv. w na is fan; l;ar w_i ; h state governme n.t_ aid who 

serves on the Const.: u c t o n a L Convention is a loooyist a n c 
he is ava'.lasle on strategy or any ocher matters in whim you 
believe a is input voulc be effective. Lee me encourage you 
Co call on Can; his experience and knowledge is valuable. 


In. addition, we woul: be aors corafortaola if you would t a * e 
the opportunity or as< someone on vour staff co taice che oppor- 
tunity co appraise ae or ay scaff of any actions by you or 
your staff prior co any put lie announcements so that w» wiTl 
not be surprised or some instances embarrassed oecause o : the 

announcement. 

finally, I believe it w cult serve us bo::, well to have regular 
monthly meetings between me two o : us co ciscuss me effet-ts 
o: the econosv on Arkansas- 3.11, I co not as* for this to have 

undue influence or to try to apply ur.cue pressure to you or 
your Administration but because of my background i n business I 
b e 1 i a v e — tea.: — 1_ _c_ao — aa-*-e— a— o-o-s-. t i ve — c~o n t r -=-b-u c . o -fi — s-e — r. 
your efforts to promote a better climate in me state c : Arkansas- 



Rick L . Kr.c x 
President 


DKSN027574 
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Lasaie r &-Cbmpanv 

1NVESTMEN ANKERS 


AGENDA 

I. Appointments 

a. Arkansas Securities ConTnissioner — 

b. Arkansas Housing Development Agency 

c. State Insurance Commissioner 

\ 

II. Legislative Proposals 

a. Ask for appointment time on January 10, to discuss: 


1. 

Expanded powers of AHDA 



2. 

School finance 


3. 

State power authority 




-> N 

4. 

Equipment leasing 


.5. 

Fund management 


6. 

Additional information 




\ 


312 Lmjoiana Street • Link Rock. Arkanma 72201 • 501/376-0069 
Nannn.tl Wail- 1-600 64 J * *8072 • Arkanaa* Wica: 1.800-482-8496 

*1 Corporate Pl, a . Penrhouae 0 • llO L Broward Blvd. • Ft. Lauderdale. Ftorrda 33301 * 305/467-3086 
Nano nil Wau: I - 800- J27-6211 • Flonda Wata: 1-800-432-9711 
NASD Member Firm and Member Seeunnei Invearor Prorrenon Corponoon 
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White alleges 
Clinton link 
on securities 

Untrue, governor savs 
mmi $£P 1 fl 

By M*n« Hanson 

<uirrn <u»« - 

fiwi Whit*. Ih* Republican gu- 
bernatorial nomine*. charged 
Wednesday that Ca ttn wt Bill 
CIImm had unfairly (lmtH iui« 
l on g bo tineas i* Luliff and Cam 
PM f. • UUI* btk MTfMJMM 
bonking firm. 

H* aiao char gad Ihei Cl mm tied 
iIm not haring w m t*< politic af 
t**irlk«tl«M Tran Arkanaat 
Row** and U|M CM«wr Board 
■nun and iMm ih* la* Dm 
that empfoyi hli *«». 

Las**** w4 C ** t w y, "ih* big- 
I nninnil bark** •< OImm ‘ 

I ind • romoany that has raised 
w ax y for him every ram* sign, 
haa received 1140 million i« state 
. bond kwima participation nor* 
m 1983. Whit* said In a spewch toth* 
* Con* ay Klw*iOi Club. 

”ti ih*r* anybody rla* .hat re- 
r*iv*d any mar*' Mot that I can 
find- So oan I t«H to* (hat thi* ad- 
ministration ran t b* influenced.** 
Whit* said, hammering at Ma lit- 

(SeoCHAftCESon Pig* >ZA-> 


»2A 


UlAi/>C^2' 


ttnm St? L ® 

Charges 

Cocumuod 'rpr* »aq* i* 


rat iaa«*- Conflicts of Interesi 
Clinton responded in • telephone 
interview that It >»a*n t irv* thet 
h* had directed business to La- 
***** Th» only thing iha* I h*«* 
.dona. *n.that at all ta to- urge that - 
w* glv* Ih* maatmom number of 
guallfted proof* the chance to pas- 
ttripate * he ioid. 

"I think Prana Whit# went hay- 
wir* today bocaua* h* know* h* 
got valid laot night'* during Ih* 
l*4*v»*#d guO«m atonal d*0at«. 
Olnton laid. "II* • wu to too if ho 
(ig tape th* campaign to o na« 

Sara li*a 114 • oillllou 
Responding to raponeca ifltr 
hto i poecn Whit* iatd th* actual 
amount of Laaaivr a Owainey* »u 
1849 million out of II 4 billion in 
local n at* bond laauao line* 1 013 
Th* figures rant* from bond cirai* 

> lari, h# aaid. 

He accuaed Oan R. La* a ter. on# 
own# th* investment banning firm, 
•f having "a **ry tight hold o**r 
ih* |o**rno* i office '* Whit* 
aaaed wh*th*r th* Oond tmilnru 
• ao Oamg loread around th* itat*. 
"Saiiriu ku bean directed to ni* 
firm. It indicates h* |Laaai«e| n 
having « awbnanual Influence 
over ta« governor « of fie*. " Whit* 
taut ; 

Z Cpoo 410*9000 

_ _ Woman Epos, director of :h* 

. Development Plnanci Au- 

thority which handles most of in* 

1 Mam frv*nu* bond latues. die- 

** puted White i comment!. 

" . To Whit* t charge that Laaater 


business than otn*r firm* unc* 
1983. Ip*s raid. "Generally, it .§ 
Inaccurate Specifically, u la fait* 
In /*<. 3i*«n*n* haa received 
more 9u tin eta than Uaatir na* 
unc* 1993. as w*n u m> ct m* p*. 
gjnmiv^of (hia igvncy “ llo refer- 
r«d to atrpneni. Inc., th* large Lit- 
tle foci Oaaod invettmeni banking 
firm. 

Laaater haa participated In 18-1? 
million -worth of Ouaineaa out of 
ih* IR3? million worth of bond 
luatnooo handled by th* tut* Au- 


thority line* 1983. but th* com- 
pany has iharrd in* underwriting 
*f th* bond ueoat w*th other 
firm*, including Sironeni n* laid. 
Typically it* to eight nrmt to- 
gether under writ* an i**u*. Ep*a 
laid 

Aft** WhM* lest Ml campaign 
for governor in N#v*mo*r 1092. h* 
went io work (or Stephens as the 
head of Ih* public finance depart - 


pal bund bustnes*. Cpesiaid Jack- 
*M T Staphent. a partner In the 
comoanr. ha* raised more than 
1 100 000 for Whit* 1 campaign. 

In every case In which Lasaler 
and Company participated in on- 
derwrttieg a bond isow*. Stephen* 
ala* woo an underwriter. Cpes 
tel d. Whit# “has benefited a* 
much as Oan Laaater, ~ he aaid. 

to a 'contributor* 

Mr Clinton called Usetar "a 
substantial renmbuiar' to Ms 
campaign. 1M < hose of other Ar- 
kanaaa Democratic candidates. II* 
lebeted as uniru* White s charges 
(hat he cncnoeird business io La- 
aster If* added thel when Whit* 
went to work lor Stephen*. "I 
mad* it aOsotutely dear r# every- 
body * that Stephen* participation 
in itai* bond issue* snouidn t b* 
affected. 

Cllotoo lied. W\it* tors 
In other charges during the 
speech. Whit* said Clinton "lied * 
during a ttle*<s*d debate Tuesday 
night wnen n* teid. I don t hove 
any romnouctom from A^-and t' 
offlrers or directors ' Before ih* 
May primary. Clinton received 
contributions from Le* Wilson and 
Company at wii**n. whose presi- 
dent Michael E. Wilson is an AR 
and L Board member, ind John A. 
Cooper Jr . president of Cooper 


and a member of !h* boards of AR 
and L and Middle South Uiilltirs. 

1 don t mind him getting money 
from aR and L peopi*. Juet tell th* 
truth. ' whu* seid Clinton said in 
th* deoat* Tueiday mg'" ih** 
Whites 4 1 00 000 fund-raiser last 
weva was hosted by a memo** of 
the *f and L Board Jackson T 
Stephen* u4 his «ij» Mary Ann* 
Siepnene lwnpjtg_jm aR and L 
Board member- wire hosts for the 

event (} 

Clanton said Ms statement dur- 


ing (he deoete wu that no aR i 
end L Board mrmoer had ever 
raised m* aver 1 1 00 000 He 
wash t being critical of contribu- 
tors. h* laid lla /oat wanted to 
cast douat on white i credibility 
on the Grand Gulf nuclear power 
plant Issue he said 

"If ynu lei somebody raise over 
1 100 000 and you go around lett- 
ing everybody hew strapped j ■ 
arc for tain * * *. you re not going 
to turn around and banarupt in* 
company whose board memo er 
helped raise 1100 000. he laid 
Clinton said that »h*n h* received 
contrtbuticn* from the companies 
administered by AR and L Board 
members. "1 dtdn t know that I 
had. I dido t focus on ll." noting 
that he had worked with the com- 
panies on non- utility issues 

Aooahor ailegsttou 

Whit* slao laid Olnton told "a 
Ho ’ when h* said the Rose Law 
firm of Little Roca. which employs 
hi* wife Hillary, was ir*ol*rd 
only In financial mailers and not 
environmental matters wnen it 
represented Cnsro Inc . Ih* hat- 
•rdou* waste disposal firm Gin- 
ton • remar* was reported in the 
Ara*/ii«j Ormornet Wednesday 
White laid Wednesday in* Roi* | 
firm represented Ensco wnen :hr * 
company turd Union County over ; 
Its ordinance to stop the burning of ‘ 
RC3a 

"If that a a financial matter HI 
cat my hat It a an environmental J 
Issue. * Whits laid II* noted that , 
Clinton ha* mad* til Number On* j 
In the burning of~RCBa >n Cl Do- 
rsdo Arkansas. ' 

Olnton said hi* comment Tun- J 
day night w u that in* Rose La» '. 
firm * representation of Ensco * 
"began o**r purely financial mat- I 
ten.' and that representation on • 
en viro nmental mailers ‘grew out ; 
of thi* represent etion. N j 

When guntioned Whit* ad- 
mitted after the speech that he had 
been misiaeen during ihe guberna- 
torial debate Tuesday night wnen j 
he said he htd lOoliahed in* slat* 
Commerce Department Cllnion_u 
abolished that Department White 
abolished the Public Safety De- 
partment 

White also taid during th debate 
that h* had ipotimed the Local 
Services Department, but lhat a*- 
panment also was SBomnrd by 
Clinton. 


( i/tei'A - lb 

Srf+fj- 
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ACT 8 1 7 1985 

A Bill 


State of Arkaneas 
75th Central Asaeobl? 

Regular Seeaioo, 1985 
Be: Joint Budget Coamittee 

As angrissed ?/*»?/• 5 


r" 




n 


For An Act To Be Entitled 


I 


1 

2 
J 

4 

5 

6 

8 

9 

10 


"AN ACT AUTHORIZING THE LEASING OF OOHHfJNICATIONS tTWIPMT'iT 
FOR ~HZ DEPARTMENT OF THE ARKANSAS STAT POLICE; PROVIDING FOR 
T HT. PAYMENT AND SECTRI 
FOR OTHER POPPOSES.’ 


OF TH E COSTS OF THE rCCTPlFN- : AN 0 

I I 




ST IT ENACTED BY THE GENERAL ASSEMBLY OP THE STATE OF ARKANSAS: 

SECTION 1 . This Act shill be known. ini nay be dead is the 
"Decartaer. t of Arkansas State Police Communications Equipment L u i s in? Act". 


The General Assembly Finds (a) that tile exispi.net com- 


munications equipment used by the Department of Arkansas State Police ( i ) 
has poor radio coverage, (ii) has the problems of public monitor ii ig and lack 
of user privacy, and (id) is subject to unauthorized usage and interference 
froo^other parties; and (b) that portions of the existing com&ynicat ions 
equipment are (i) worn out, (ii) obsolete and expensive to repair ; and main- 
CXin, and (Hi) specially designed mobile and portable units having limited 
utility. i 

*he General Assembly hereby determines that adequate and modern com- 
munications equipment for the enhancement of state-wide law enforcement ie 
essential to the safety and welfare of the people of thiS^State. 

It is hereby legislatively determined that adequate enrKmod, 



r 


auni<a tions equipment needs to be acquired in order to 
communications equipment and the most feasible and least expensive way 
financing the same is by authorizing a laase-purchase agreement >thfier the , 
4utix7Tity of this Act. 

i j 

U SECTION 3. DEFINITIONS . whenever used in this Act, unless a differevs^-^ 
meaning clearlu appears from the context: O 

"Acquire" means to acquire (bu lease, lease-purchase or otherwise!/ N\*‘ 

ELS 146 J 
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as rrc^sirr ; zc /25 


1 

2 

3 

4 

5 

6 

7 

8 
7 

10 

11 

12 

13 

14 

15 

16 
IT 
18 

19 

20 
21 
22 

23 

24 


ronsz rue : , repair, alzer , ' , restore ~r side", on inu or i- dnu 

huiiding or mo cor vehicle any com m unications equipment , by negotiation or 
bidding upon sue.*: terrrs and conditions as are determined by the Commission 

cprbe in the best interests of the Pena rt rent and that will mostr-eff actively 

I \ / j 

e the purposes of this Act . J j 

2JI* means 4c: 2JI of 1945, now in effect or as ^be read ter 

amended . 

"Connission* omens the Arkansas State Police Commission , being the Com- 
missio n crested by Act 231, or a mi successor agency » 

mears public safety communication \equipment 
ahdj systems; including building structures, furnishings , and ^i^tures 


used directly for public safety 
thereof , including , but not lia. 
telegraph , Television, teletype, 


n 


eecronic or eiectricai means. 


oses in connection with the operation 
to, radio broadcast and receiving. 


pu-, 

ted 

microwave transmission, and similar systems 


of^conounication by voice, or conveyance of words, signals, or images by 


I 


T 

aLd 

; 

foregoing, shall include the following : 


\^ Cost" , as applied to comrmnicdt ions equipment , means and/ includes any 
all costs of such equipment and , without limiting the generality of the 


I 


(i) all costs of the acquisition of any such co mmunications equip- 

^ nenc and all costs incident or related thereto; "X j 

(ii) the cost of architectural, engineering, legal and related 
services; the cost of the preparation of plans, specifications, stu- 
dies, surveys An s estimates of cost and of revenue; and all other j 
expenses necessary or incident to planning, providing or determining 
the need for or the feasibility and practicability of such communications*^ 


^*. r 

ion with the ’yJ 
>f- pocket N £ 


equipment; 

(Hi) any and all costs paid or incurred in cot 
'^f inancing of such communications equipment , includin g 
expenses , the cost of financing , legal, accounting, financial advisory 
and consulting fees, expenses and disbursements ; the cost of\any policy 
^ot insurance, letter of credit or guaranty; the cost of printing , ^ 

engraving and reproduction services t and the cost of the initial or ^ ^ 

acceptance fee of any trustee* or paying agent. vA 'i 

"department* means the Department of Arkansas State Police, created by A 
231, and any successor agency . \ 


1 
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*s jr?cstr*3S2 


"C'.rtctcr" rears :he ."'irrcror cf the hapazzner.z ~f Arkansjs Sejee 
Pol ice. 

"Zee se or Zease-Purshase Agreement* neans the contract sneered into by 
licjtioa* aquipamnt. j 


made by the Dope damns from 


y"£osrs 


the Coma iss ion so aeguira the conrrunicsz iot 
\ "Zaasa Pay cents" omens payments to be 
pled ged r e v e n ue * or aches- legally. available souse** c o p ay 
a unices ions equipment. 

Pledged Revenues" mens ell revenues authorized by Section 
Act j, jo—b e pledged fur th e s e cur ity tend paym e nt uf the leas e. 


SKC^Wff 4. In addition to the powers, purposes, end authorities set 
forth elsewhere in this Act ori in other lews , the Commission is hereby 
authorized end empowered to: * 

(a) Acquire, construct, repair, renovate, alter, maintain and 

(H -* 


s Pquip co matin ice t ions equi, 


'or use by the Department 


ovided that 

comounlcat ions equipoent acquired under the authority of Jthla Act shall 
^ c ot be used for thm transm iss ion of telephonic messag es ^ diich bypass 


the public telephone network. 

(b) Contract for the lease, lease purchase or purchase of the co®- 
ic a e i ons e qu i pm e nt on such te rms a nd e o e ditions st^ are specified by 

this Act and approved by Che Director with the consent the 
Commission .end to provide for the payment of the cost of Requisition 
from any legally available source or sources. Including, without limi- 
tation, the revenues authorized by Section J of this Act, and funds 
appropriated and made available under Act 2J1, and funds, if any 
appropriated for the communications equipment. 

(c) Purchase, acquire, lease, lease purchase rent, and receive 


\ 


ey (e eair pes e eml 


m im e d? 


bequests or donations of , or otherwise acquire, sell\ \ ade, or barter, 

■"such property . into k > 


• ey p *o p * 

money and/or other property/ 

(d) Contract and be contracted witht 

(e) Apply for, receive, accept and use any moneys and property 
fro® the Government of the United States of America, any agency, any 



State or governmental body or political subdivision, any ^ihlic or 
vate corporation or organizaton at any future, or any individual / A 

(f) Invest and reinvest any of its aoneys (in securities, oblif^- 
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16 

17 

18 
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;.g ryrpcs?? 2 2 , 2 r '5 


zinr.s , b arJ:ir.c 4 crangerents c r investment 4q ztenar.zs selected oy the 
CsncissionJ / 

(g) .'take and execute all ocher instruments necessjry or convenient 

l — : 

for the per fortunes of its duties and the exercise of its powers and 
\f unctions under this Act/ 

ttr ) — fn c o nnect lun tr iih - ti r e ' atr j iris tt ion an d fihAT icing of Che costs 
of communication equipment , employ attorneys, accountants, untfervri- 
ter s, and financial advisors, and such other advisors, consul 
T.ts as nay be necessary jin its judgement , and to flx~'th$iz 


compensation / 

(i) Procure insurance 


1 


aga 


its 


nst any loss in connection i 
property and other assets, in such amounts and from such insurers as it 
may deen advisable , including the power eo pay premiums on any such 
insurance. j | 

(j) Procure insurance j or guaranties from any public or~private 
.entities, including any department , agency or instrumentality 


t±ted States of America* -to recure payment -of— 


of the 


entered into 


under the authority of this Act, including the power to pay premiums on 
any such insurance or guaranty/ 

— f k ) — ? o arran g e for th e use of such cvrmunicuz^uri s^-asjuipner.t by 
any federal, state or local governmental agency or any other person, 
from time to time, as any of such communications equipment is :noe 
needed by the Department , and to collect fees and charges, as Che 
Comniss ion determines to be reasonable , in connection with the use ; of 
any communications equipment hy any other person/ 

( l ) To cooperate with , and exchange services an^information with 
any federal, state or local governmental agency/ 

(m) Take such other action, not inconsistent wizp b^w, as may be 

neCi 


issaiy ,■ convenient o r d esirable to carr y out Zh*p&ers\purposes and > 
authorities set forth in this Act and to carry out the intend of this\\^ m m 
A ct. All such powers, purposes and authorities set forth above , ex< 
those relating to the contracting for the lease, purchase or lease- ^ 
purchase of the communications equipment, may be carried out by the 
Department. 


SECTION 5. ( a ) The lease payments and other costs relating to the 
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ztn=ar.cc.i-icns on uicr.er.t shall 5e secure solely by J lien on sr.d pledce of 
all revenues derived from :. w e ‘oliaruing fees and charges fixed and :r?osed 
Oy Act 25 of :?jr, as now or hereafter amended Mr*. Srats . f75-J20fal 
a^Pll. 29"'9/, or pursuant to any subsequent similar laws, which are hereby 
fixed end imposed, and which are as follows: (a) an 

t - 5S>.00; fb; a 


pu . .9^9/ , or pursuant 
nAiraed, ratified, fixe< 
operator's or a arj turf ytrT 


yclg ' s frfriyefs; ttcwrsw for^r p 


chauffeur's license for two years - 520.00/ (c) motor scooter license for 
not aore than two years - 52.00/ (d) an operator's license or a motorcycle's 


ll£ceij#e r Tbr four years - $12 .00 i and (ej a chauffeur's licel 


I . 

yjta^s - 520.00/ the pledging of 
revenues' ) being hereby author!: 
aencirtg on the first day of the 
leasing agreement authorized by 


such revenues (collect 


's license* or 
ctivel y theVj^ 


four 

Redyed 


earlier than July 1, 19 J5v—ixjt coo- 
monch next succeed inq the execution of any 




Act, all pledged revenues are hereby spe- 


cifically declared to be cash funds restricted in their use and dedicated and 


I 


to' be used solely as orovided and authorised in this Act. Vo earlier than 

! \ i ; ' ! 

commencing the first dag of c he month nert 


Jjili I, 1955, but c 
eyecu^i on o f t h e Le 


t suLraeding the 


hereun d er and-* 


long , 


■ h a y m er 




remain to be 

I 


paid, the pledged revenues shall not be deposited into the State "^reesurv and 
j 1 

shall not be subject to legislative appropriation ixt c, as and when received 

(by the- cu vi uiss iuue r o r m mrrar vehicles, ay the Apartment of-<otor ' 


f by thm- 
by the i 


'-ejotf 


Department, by the Commission, by the Connissioner of Revenues, 
Department of Finance and Administration or by any other State agency, as the 
case mag be) shall be deposited in a ban* or banks selected tv th* Department , 
to the credit of a fund hereby created and designated as the * Department of 
Arkansas State Police Communications Equipment Lease Fund, hereinafter 
referred to as the " Lease fund*. c\ 

\ Payments to cover the costs under the Lease Agreement )s.hall be paid from 
t ie\Lease Fund on a monthly basis . If and so long as all^ayWents to cover ^he 
costsufw fer the Lease m xg rerarn r M r a r prop** fl y mid* on theiast day of each . 


$ 


fiscal < 7 uarter, the pledged revenues remaining in the Lease rund\in excess of 

reser ve of 30X of a fiscal Quarter's requirements shall ba_wichrfra*n fro* the 

Lka/e^rund and deposited in the State treasury as special revenues to the cjj^ 
dW of the Department of Arkansas State Police Fund. So long as any lease 
payments remain to be paid, ell moneys in the Department of Arkansas State w 

Police Communication Equipment Lease Fund shall he used solely for the pa ym*KX\ 
of the lease payments, and other costs in connect ion with the lease, with the>^ 
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as rrctrss rr J/ 20 '_?? 


H.3. 


944 


naintenuncs of ne ctsw.'y f.r.rtx md reserves, escape that the .«j*e ray provide 
for the withdrawal, for other lawful purposes, of surplus ranmyx, ix defined 
in the lease. nothing in ehis Section 5 is intended eo prohibit the 
C^pirTwnc fro* investing moneys deposited into the Depict sent of Arki ns is 
StJcV Poiic# Communications fquipmene Lease rand, as provided in ehis Act. 

Cj>e provliiori/ or en.:* section snail “expire upon payment of^'the fij|ai coats 
acthorizMf under the e/oreneneiooed egreemene, end any balance* remaining in 
the Department of Ar/caneee State Police Cotmu nice t ions Equipment Loess rand 
skeiyiSe deposited in the State Vreaeury to the credit of the^pa^taent of 
ArJcmnses State Police fund as a port- revenue receipt. 

— i fb) So long es there are remaining any lease payments to £ 


v# the 

General Assembly may eliminete or change the driver's license fees referred 
to es pledged revenues ebove, under let 29 
emended, or any subsequent simillr law, 


f? 


of 1973 , as now or hereafter 
but only on condition that Cher* 


Iveys maintained in effect and made available for the payi 


p#y< 

i 


mmnes j 

uneto- 


of revenue which produce revenues at least suific. 
t f o r the p a y p e n t whe n dir e of th e l e ase pa yi 


gf lease 

.ent in 



SECT ION 6, rhe Commission shall submit any contracts ay. 

as authorised fly this Act, to the Arkenses Coaaut 
ttee end to Che Arkertses legislative Council prior to 
incurred by ehe Commission for their advice and counsel 


tnZ&Kionr 
» any obi.< 
is el. l_ 


Study 
get ion 


srerron 7. This met shall be liberally construed to accomplish the 
intent and purposes thereof end shell be the sole authority required for the*^ 
accomplishment of such purposes. r o this end, it shall nrti **■ necessary to „• 
comply with gmnmral provisions of other Isms (feeling " with public c om m od ities *; 
mod public fecilities , their acquisition, construction, leeping, encumbering 
aj disposition, provided Chet the admission shell comply with 


bs motion \S. \ 
Section'^ , 
thorixed 


(4) through (d) of Section 9 of Act no. 994 of 197 7, as amended iJkSi 

Act jSlQ o f 1979., before e cqu i c i ng eng com e unicsclaas. equip m ent a uth orised O 
umddr this Act, and provided thee the Commission shell submit any rnvieacion V. 
oj| request for Bids , (Tuotes, or Propoaala, and the procedures to be used i^. ^ 
evaluating the seme, to the Adainistretor of the Office of State Purchssing\^\ 
of the Department of finance and Administration for his or her review and v ^ 

' J 


written epprovel prior to eng obligetion being incurred hy the commission < 
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?css id 




Z.~.e Departaer. t as sue.*: obi -ja c ion relates zo any acquzsiz :on authorized ar.d 
ief ined **/ c*j is Act. The enumeration of ar.u object, purpose, power , name r, 
ne c hod and thing shall not he keener! zo exclude li'e or similar objects, 
manners, methods or things. 


5 

6 
7 
a 
9 

10 


opposes. 

SECTS 
equipment , 
qipal Lnco 


—paTTfun~~af~~rrrg~~ZBTEr~tt~~acquiring cottmznica cions 


authorized by this Act, shall be exempt from state, 
m, inheritance and estate taxes. 


i r 


SECTION 9. The provisions |of 
erable. If any provision of 


of tihis 
this i Ac 


nty and nuni- 


be 

inappli- 


Act are hereby declared\to 
Act, shall be held invalid v 
cable to any person, firs or circumstance, such invalidity or inapplicable 
lity shall not affect the validity or applicability of the remainder of the 


Act . 


n 


| SECT 10 ft lO. This Act shall be Cfie complete and sole a\ithorfczy\ for the 


ereof^. — To th e 


-thee “there is a 


! 


conflict between the provisions of this Act and Act ffo. 231, the provisions 



All lavs and parts of laws in conflict herewith 
repealed to th e extent of suc h COnfUdZl 

\ ! 


of this Act shell govern. 
eW he, 


SECTION 11. The Seventy-Fifth General Assembly hereby find*_and 

declares the present communications equipment for the Department is not ade- 

. ■> 

quae a and that there is an urgent need that modern cometu nica cions equipment 
be acquired in order thee tbe Department may continue Co carry out its law 


enforcement responsibilities in an affective manner, 

ncy is declared to exist and this Act being necessa 
of the public peace 
~~ajKi appiuval: 



. 'fore, an 
ry for the preser- 

health and safmty shall be effective upon its 



/*/ J. Miller 


APPROVED 




Vi 
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)f aauhsas state a oi ics omission mce* img 

MAT 10 , l?Q 5 


l >cec:.»l *eet no jf t?ie A r «jnsas Hate *oHce Comnission 
«as ief'j >n M a» 10. 1985 'n the 3oaro Room jr Arkansas sC-ite -oi'ce 
Aowin i s j r 1 1 i ve Headquarters . ] laturji Resources Or»ve, Little ^oc< 

;he “netting hao been called to bear oral proposals from th « 
tour.financal »; nns fUfl h*rn selected hu th^ g >iu,k nUSereen mp 
Committee for consider U»on by the Com.i s<ion to handle financing for 
the Anansas State splice Coimtun lea t ions System, 

The meeting <as called to order at I : JS p.m. by Commission 
Chalman Bill Stmosjn. 

MCH8E9S PRESENT; 

9111 Slmoson, Chairman 

James 0. MashOum , /ice Chairman 

Wlnthrop Paul Rockefeller, :ec"etjrv 

Chester Hynes 

Johnny Mi tenum 

Gene Raff 

James M. Tennyson 

3‘a:{ 3ql::i osascwir. attc.'ici/ig. 

Co i one* r. i. . Gooff* m 
u a.'or Jim ' V I • - 

Lieutenant .ionn Cham p 

5e-gean: 3 1 1 1 'oung 
Corpon • /an 

- = • e ’\ai? z. 


OTIICPS AT’c.'IOI.’IG. 


u r : ) :-i.eoe" State a-jrc-as nr 

'* r juole/ M eauc-* . Scat; 3 \jrcnas no Qf'ice 

-r Hite Stjrmes. Hate 3uccet }f** 

■he Chapman confirmed that the press nad peen of'ictaii' 

not s ' ed. 

Mifiu:-: df * i.'ianc ; al 3C*c£m;.*ig omi:;** 

M ajor T/ler read th* Minutes of i neetlng of the Financial 
Screening Coffirntte- he ! ; on -3 / ?. | 90 s ’he Committee nao selected 
four '‘nanctal f’-ns to present oral proposals to the Corrmisslon. 

The firms ire 

5aOOs Sul I I van 

First Can! tal Resources 

A~chjTTrc •rotnjsal fbtflhTC Z~. *aney. c. 7~l Hutton an3 
Lasater and Company 
Steonens, Inc. 

Cofltn lsjuimen_iivneA_aajt£iL.th*L-i.‘i4_ii loote s-be-a«e»Ked-r 

Commissioner Tennyson seconded. Motion carried unanimously. 

Cornu 1 5 - lone- jinoson expressed aooreciat 'nn' to the Screening 
Committee for the time and effort they had exoended. 
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MIMUf:: :r AfliA/iS/* *: *Cl.C' CCMHIIIICW -f? ' ‘ ‘IG 

may :0. J 985 - *«G£ C 


BOC:t , *r.H;on JF ^POPOS^L 3 


-Onu ' S S ; on# r Jimo^jrt innounr»d “if ir» le- j .* jr«j e* r j j • ;n ••j*- 
the 3 Hi .Trooosai*. mu StJtf'j that the 3 rde- lad been jet • -mine*] 3 v i 
■jra-mq He i i so informed the part :c mants that lhe*r proonsj. .ouu 

ans-e-s after each proposal. He req.„ . ?ed that only represent j : t ves 3 ■* 
the f 1 rm presenting the proposal be in the room durlnq time or 
presentation. 


The order <jf presentation «as as follows 

1 . Oabbs Su 1 1 I /an 

2. Steonens, Inc. 

J. first Caoltai Resource* 

*. T. J. Haney. 1 . r. Hutton, Usater ana Company 


OuHng the presentation of Hanev, Hutton and Ljsat?-. they 
*e r e juesttoned :onc!-iinn the feoeri charges of f - aud agams: the 
'luttpn t: .m “r Svfv* C’aiCC— S, J senior / ' ; e oresioe n t mo 
manage- o'" lutton s Houston. Texas ? ou • c :, nance 3 iv:s on. :o> : the 

Ijm-ss : on that tie orict :»s -men -esjlted n the tharoes 3C 

three /ears aco mo -e~e stooceo mrre; ate / -nen ji sco^e-eo. <e 

said steps had oeen :a*en to ensure that : «ou 1 o to: *ecm *’ 

ban*s mvoi/e-j -tcened 'j ■ -es t • tut on 31 /s nte-est : 1 - : ">ct 
invoice c :, ?n*j* money ano the 3 jo : ?, nancj Di vs on -as not 

n^.^ie.d He. .Hi ten Lha t loie nmnm / ; rf-mtitinn had let oee- 

. "•* * * «0 arie bonu ;ssues in *. 1 ;- 

***•■' *i*« '-•c?nt‘/ been nvo. /ec -itfn lues. milt J *> .w — : 

‘mes anc -?s...>. vi — - ... ' »•••• 

1 4 'bar- **oi;d that the 'nes me rena-: es -e-e 1C.' nM*on ano 

*3 ■'ao been a ;:ttfd *pr ; ■ tjfsn payments. anc th>s tptj’s 

T*s ; than :ne“oe-:;n: z* the ::mca". s""i.""o"'“ on cap-ta. oasa. “ 


A?te- a’*’ brpocsa'j -e-e r-e«en*.eo. the lo/rmission ence-ec 
into a discussion of the h-ooesai* - th -eor-s en : a : 1 /es v a :: ‘ • rr.i 
present . 



t tmea r * S 0 ° pf ‘.h* 'bur pr-;CCSa : S and J'S 
ms ::nc ; -js ‘or -at Chat they must icceoc 
than the casts but'med, ano that Haney, 
best p ; an 


* oreca^eo a oh** suma-” me 
fduted too-es to ‘.he Co*n*:s; 
the oest concept 3 - 'pr-nat 'J 
Hutton, lasatjr sf'e-eo the 


X, iO*ne 3 f 
the- 3 -ocnsais is 
the Act. Howeve-. 


.he 

the 

the 


-”*s at t ; > ■ s t <ne -*dueste-J 3e-mis>'on to -e 
(• < t the-e had oee^ so»ne mis:mue r stand mo 3 
lo/tniti’on oooosed anv fyrthe- de : iv 


s i 


At th * s time. Comm I s s 1 one - Jnnnny Htichum moved that Haney „ 
iTGrron -ihims'af?^^“a7TO^d7rd—ro' , TiTurre the 'y* '-he -!uinn u n iei t ’ons 

* / s t ;**' Connti s z ione- Chester iivnes se-onoed the wit • on Motion earned 
by a tour to two /Otf. With Commissioners Mltohum, Hynes, "ennyson . and 
HoOefeller voting "aye* and Co*nml s S toners flaf f and MasnOurn /otmq “no ‘ 


The Coffrmi s s 1 on * s selection -111 no- be submitted to the 
Co/rmun lea t ions Study CoMimlttee md the legislative Counc* 1 . 


Mr ^ Moseley -as requested to -Hie a 'ette- expressing 
appreciation to ail M mj that suomltted a proposal 
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"inure* v irkahsas state =>oi.c: :omrj:iON *cr;n c 

*t io. i?as - p*g£ : 


ax : h €: t ; hg . 


’he -eqular *oimi i s s i oi. meeting scheduled for *av ;?g« 
wiM not be nelu. [he bearing for Troooer janes Slueforo nas aeen 
cancelled. 


The next regular meeting ind i hearing for Troootr James 3rcwn!e* 
will be held on June ZO, 1305. 

AOJOUflWKHT : 

The meeting was adjourned at * : 1 5 p.m. , May 10, 1905. 


3iK jimoson, C.hairnan 


4in(nrdD ^aut ^ocxe:?» er, :ecre:ar;' 


nrc\ r iV" i O ’ 
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Office of the Independent Counsel 

1001 Pennsylvania Avenue, N.W. 
Suite 490 North 
Washington, D.C. 20004 
(202) 514-8688 
Fax (202) 514-8802 


December 4, 1995 

Robert J. Giuffra, Jr M Majority Chief Counsel 

Neal E. Kravitz, Minority Counsel 

Committee on Banking, Housing and Urban Affairs 

United States Senate 

534 Dirksea Office Building 

Washington, D.C. 20510-6075 

Dear Messrs. Giuffra and Kravitz: 

On November 20, 1995, the Senate Special Committee provided this Office with an 
updated list of witnesses the Committee believes may have information material to its 
investigation and whom the Committee thus intends to depose. The Committee has asked this 
Office whether our investigation would be hindered or impeded if the Committee examines 
these witnesses at this time, whether by interview, deposition or at a public hearing. 

As you remember, we previously reviewed four witness lists the Committee provided 
us in September and October 1995. Those lists identified over 120 potential witnesses, many 
of whom are again included in die Committee’s November 20, 1995 list Based on our earlier 
review, we informed the Committee by letter of October 20, 1995 that our investigations and 
prosecutions would be seriously hindered or impeded if the Committee examined in any 
forum the following nine individuals: Neal Ainlcy, Lisa Aunapangh; Don Denton; David 
Hale; Larry Kuca; R. D. Randolph; Robert Palmer; Stephen Smith; and Greg Young. For the 
reasons set forth in our October 20, 1995 letter, we continue to have very strong concerns 
about any Committee examination of these nine individuals. Moreover, we wish to reiterate 
our view, as expr ess ed in that letter, that hearings at this time, prior to the trial of United 
States v. James B, McDougal. ct al„ regarding Madison Guaranty Savings & Loan, 
Whitewater, or Capital Management Services, Inc. will hinder or impede our investigations 
and prosecutions. 

Based on our review of the Committee’s November 20, 1995 witness list, we have 
identified two additional witnesses, John Ijtham and Dean Paul, whose examination at this 
time would hinder or impede our investigation and prosecutions. It is anticipated that both 
I^tham and Paul will be witnesses it the upcoming trial in January 1996. Our serious 
concerns with respect to these two witnesses — as with the other witnesses identified above 
- should be significantly reduced once the trial of United States v. James B. McDougal. et 
ai. is completed. We do not have similar concerns with respect to the other witnesses named 
in either the November 20, 1995 list or your earlier lists. 
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Robert J. Giuffra, Jr. 
Neal E. Kravitz 
December 4, 1995 
Page 2 


We hope that the Committee will continue to accommodate our serious concerns about 
these eleven witnesses.* If you have any questions, please contact me at (202) 514-8688. 


* In the November 20, 1995 letter, R. D. Randolph is inadv ertently listed as witness #2 under 
"Madison Activities," although he is subsequently included among the witnesses the Committee 
is not pursuing at this time. 


Sincerely, 



Deputy Independent Counsel 
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(202) 955-8587 


T 41261-00001 


HAND DELIVERY 


Senator Alfonse M D' Amato, Chairman 
Senator Paul Sarbanes, Ranking Member 
Special Committee to Investigate Whitewater 
Development Corporation and Related Matters 
United States Senate 
Washington, DC 20510-6075 

Dear Senator D’ Amato and Senator Sarbanes: 

I have accepted service of subpoenas from the Special Committee directing our client, 
David Hale, to appear for deposition on June 7, 1996 and testimony on June 12, 1996. 

I have advised the Committee orally and now confirm in writing that Mr. Hale will claim 
the protection of his Constitutional privilege under the Fifth Amendment to the Constitution of 
the United States and respectfully decline to testify at deposition and at a public hearing if he is 
compelled to appear in response to the subpoenas. 

In the absence of a court order to testify and a grant of immunity as provided by Federal 
law, any testimony by Mr. Hale regarding any matters before the Special Committee may be used 
against him in some fashion in connection with an announced criminal prosecution of Mr. Hale in 
Arkansas and any other state or federal prosecution. 
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Senator Alfonse M. D* Amato 
Senator Paul Sarbanes 
June 6, 1996 
Page 2 


I request that the Special Committee afford Mr. Hale the courtesy that other potential 
witnesses before Congressional committees are accorded routinely of recognizing his intention of 
ciaumng his Constitutional privilege and excuse him from the embarrassment and adverse public 
h^priN^ge'daim J ** ^ b*™ 8 10 *PPC“ P«non for the sole purpose of stating 


Very truly yours. 


JAM^tf 

cc: David Hale 

WLMI3S0^im> 
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Hale - Direct 

Q. Can you tell us when you first met Jim McDougal? 

A. I met Jim McDougal when I entered the University of 
Arkansas in 1959 in Fayetteville. 

Q. How did you meet him? 

A. We were both real active in the Young Democrats and also 
we were members of the same fraternity. 

Q. When you say active in the Young Democrats, what was the 
Young Democrats? 

A. The Young Democrats organization is just the Democratic 
Party -- youth of the Democratic party. However, if I remember 
correctly, at that time the age limit went up to like 40. Now 
like 40 or under are Young Democrats. I'm not sure; it might 
have been 35, but it was something like that. 

Q. When had you become active in the Young Democrats? 

A. I had become active during my last year in high school and 

then when I went to the University my brother was state 

president of the Arkansas Young Democrats and he was also --he 
was a law student at the University when I went to the 
University as a freshman. 

Q. What involvement did Mr. McDougal have in the Young 
Democrats? 

A. He was just very active like I was. We were interested in 
politics. We were interested in the Democratic Party and we 
tried to organize young democrats, get young people involved in 
the political arena, get them interested in politics, get them 


Carolyn S. Fant 
United States Court Reporter 
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Hale - Direct 

A. Yes, sir. 

Q. All right. Any other way you could pin down as far as a 
time frame as to when this conversation took place? 

A. Sometime in January, February, sometime along -- no, hold 
it. It was -- yeah, it was probably early January. 

Q. Early January? 

A. Early January or February, sometime in that period. It 
was before the consummation of the Dean Paul loan. 

Q. All right. And did you have an occasion then to travel to 
Castle Grande? 

A. Yes, I did. 

Q. Can you tell the jury the circumstances under which you 
traveled to Castle Grande? 

A. I received a call from Jim McDougal to meet he and 
Governor Clinton at the Castle Grande office after work on -- 
to talk about getting their loan ready and consummated, and we 
met at the Castle Grande office, in Jim's office. 

Q. Can you stop for a second. Do you remember the time of 
the day that it was? 

A. It was dark. I don't remember what time of day it was. 

Q. Do you remember what the weather was like or anything? 

A. Pretty chilly. 

Q. Was anyone else present? 

A. I did not see anybody. I don't know whether -- 

Q. Well, when you arrived, did you notice any cars in the 

Christa R. Newburg, CSR, RPR, CCR 
United States Court Reporter 
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MR. JAHN: Yes, Your Honor. 

THE COURT: So it survives a hearsay objection 

if that's the purpose. Now, you are entitled to a 
cautionary instruction. The Court will give it if you 
want it. 

MR. McDANIEL: Please, Your Honor. 

THE COURT: All right. Ladies and gentlemen of 

the jury, once again, you are receiving a cautionary 
instruction from the Court. Mr. Hale is about to testify 
to a course of action that he took, and it's being 
received not to prove the truth of the matter asserted but 
for state of mind purposes only. In other words, whether 
true or false, he relied on a comment or an inquiry by 
auditors and probably a third person. It's not being 
received to prove the truth asserted by these statements, 
but whether true or false, he relied on these comments and 
took a course of action. Go ahead. 

MR. JAHN: Thank you, Your Honor. 

BY MR. JAHN: 

Q. What did you tell Mr. Files? 

A. I talked to him about the auditors and that I needed 

to -- they were real concerned about this loan and that I 
knew that Jim and Susan couldn't afford to pay it at that 

time, and if we could get a judgment, I could put that in 

there and that might satisfy them for awhile, and Jim and 
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Palmer - Direct 

A. Well, he said that he needed me to come by his office and 
he needed to visit with me. 

Q. And did you do that? 

A. Yes, I did. 

Q. Are we talking about immediately or was there still a time 
constraint as far as this appraisal? 

A. Yes. I went almost immediately to his office. It was -- 
it was pretty quick. 

Q. All right. And once you arrived at his office, what 
happened? 

A. Well, Bill basically said that they really needed the 
higher figure on the property, and that he was doing this, he 
was requesting the appraisal for David Hale because David 
didn't have time to take care of it and that Bill was handling 
the details of the transaction for David and that David was 
doing a favor for Jim McDougal. 

And I said, "Well, Bill, there's only one way I know of to 
get the value up that high, and that's if we use an inflated 
value or a higher market value on the lease". 

And he said, "Well, Robert", you know, "do whatever you 
have to do". He said, .you know, "Don't worry about any 
repercussions. Everybody- knows about the deal, Jim and David 
and. myself". He said, "And this goes all the way", you know, 
"to the top". 

Q. Was that your recollection as far as the precise words 

Eugenie M. Power 
United States Court Reporter 
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A. That was used to fund -- that money was deposited in 
the Tucker Smith McDougal account, and that was used to 
cover two checks from that account that were made payable 
to Citizens Bank of Marshall. That was the bank that had 
held a loan that was made payable to Tucker, Smith, 
Baldridge and McDougal and that was for the purpose of 
timberlands back in -- the loan was issued back in April 
of 1980 . 

Q. What was the second loan payment that you traced? 

A. This was government's exhibit 533V. It's a check to 

Whitewater Development in the amount of $24,455.06. On 
the memo section it reflects it was for a loan. 

Q. And do you know what this loan was for? 

A. This loan was -- these funds were deposited in 
Whitewater's account at Madison and it was used to cover a 
Whitewater check number 134 dated March 22, 1985. That 
check, Whitewater’s check, was made payable to Ozark 
Realty for $25, 000 . 

Q. What was the next loan payment. Agent Patkus, that 
you traced? 

A. The next one is government's exhibit 533AB. It was a 
check to First Commercial Bank in the amount of $53,53.41, 
and in the memo section it said pay off commercial loan. 

Q. What was this loan for, Agent Patkus? 

A. This was a loan that First Commercial Bank issued to 
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J. McDougal - Cross 
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A. Yes. 

Q. Did you tell Mr. Hale you were going to have a meeting on 
Saturday morning with Mr. Clinton? 

A. No , sir. 

Q. You say no or you don't know? 

A. It would be better to say I don't know. It's not likely 
that I did. 

q. That meeting occurred, I believe for the record, there's a 


notation in the upper right-hand comer that that would have 
been January the -- Saturday, January the 18th at the mansion. 
Is that what the record shows, sir, as far as Government's 
Exhibit 81? 

A. Yes, sir. 

Q. Okay. And that would have been 1986. Sir, the 
Governor's -- Governor Clinton's records show that you also 
called him on January the 24th, 1986, which would have been the 
following Friday after that particular visit. Do you recall 
what you called the Governor about on the following Friday? 

A. No, sir. 

Q. Okay. Government's Exhibit 11-L reflects a call slip to 
you on February 3 from Governor Clinton with a notation, "At 
office in hour, 10:30." 

Do you see that, sir? 

A. Yes. 

Q. Do you know what Governor Clinton was calling you about on 


Eugenie M. Power 
United States Court Reporter 
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